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Grants:  Small  Cities  Program 

agency:  Department  of  Housing  and 
Urban  Development. 
action:  Proposed  rule. 

summary:  hud  is  soliciting  comments 
on  this  proposed  revision  to  the  Small 
Cities  I^ogram  regulations,  Subpart  F  of 
the  Community  Development  Block 
Grant  regulations.  Most  of  the  changes 
are  made  to  clarify  existing  policies  and 
procedures,  but  substantive  changes  are 
also  proposed. 

The  substantive  changes  include:  a 
reduction  in  the  weight  of  the  needs 
factors;  addition  of  Comprehensive 
Grant  program  impact  criteria  dealing 
with  economic  development  and  energy 
conservation;  increasing  the  weight  of 
the  Single  Purpose  Grant  program 
impact  factor;  addition  of  a  State’s 
ranking  factor  to  replace  Comprehensive 
Grant  and  Single  Purpose  Grant  criteria 
about  State  growth  plans  and  regional 
centers,  which  are  deleted;  basing 
Areawide  Housing  Assistance  Plan 
points  on  acceptance  of  responsibility  in 
achieving  the  AHOP’s  goals  and 
replacing  prior  Single  Purpose  and  . 
Comprehensive  Grant  citizen 
participation  requirements  with  a  single 
set  of  requirements  that  apply  to  both 
types  of  grants. 

DATES:  Comments  must  be  received  on 
or  before  May  8, 1980. 

ADDRESS:  Comments  should  be 
addressed  to  the  Rules  Docket  Clerk, 
Office  of  General  Counsel,  Department 
of  Housing  and  Urban  Development, 

Room  5218, 451  7th  Street,  S.W., 
Washington,  D.C.  20410. 

FOR  FURTHER  INFORMATION  CONTACT: 

Richard  J.  Kennedy,  Small  Cities 
Division,  Office  of  Community  Planning 
and  Development;  Department  of 
Housing  and  Urban  Development, 
Washington,  D.C.  20410,  202-755-6322. 
(This  is  not  a  toll  free  number.) 

SUPPLEMENTARY  INFORMATION:  On 

March  1, 1978,  regulations  governing  the 
Small  Cities  Program,  formerly  the 
Discretionary  Grant  Program,  were 
published.  With  the  exception  of 
clarifying  and  other  minor  changes 
published  June  26, 1979,  these 
regulations  have  not  been  changed  over 


three  program  years  (Fiscal  Years  1978, 
1979,  and  1980).  This  stability  has 
enabled  small  cities  and  other  el^ible 
applicants  to  become  familiar  with  the 
Program  and  to  use  it  to  their  maximum 
advantage. 

It  is  not  the  intent  of  these  proposed 
revisions  to  disrupt  the  continuity  of  the 
Small  Cities  Program  with  major 
changes.  Three  years  of  experience  with 
the  Program,  however,  have  shown  that 
some  improvements  should  be 
considered.  These  include  clarifying 
existing  policies  and  procedures, 
eliminating  or  modifying  some  of  the 
Program’s  provisions,  and  adding 
provisions  that  will  make  an  applicant’s 
program  easier  to  design.  Each  proposed 
change  is  fully  discussed  below. 

HUD  published  an  Advanced  Notice 
of  Proposed  Rulemaking  (ANPR)  in  the 
Federal  Register  on  December  4, 1979, 
which  asked  the  public  to  comment  on 
several  issues  and  to  suggest 
improvements  to  the  Small  Cities 
Program  regulations.  HUD  received  114 
letters  answering  the  ANPR,  each  of 
which  HUD  considered  in  developing 
these  proposed  regulations.  The  public’s 
comments  and  suggestions,  and  HUD’s 
response  to  them,  are  discussed  below 
in  die  section  by  section  explanation  of 
the  proposed  changes.  (The  several 
suggestions  made  for  changes  outside 
the  Small  Cities  Program  regulations. 
Subpart  F,  have  been  referred  to  the 
appropriate  offices  for  consideration.) 

bterested  persons  are  invited  to 
participate  in  making  the  final  rule  by 
submitting  written  comments  about  the 
proposed  regulations.  To  facilitate 
HDD’s  consideration  and  review  of  the 
large  volume  of  comments  anticipated, 
each  commentor  must  refer  to  the 
docket  number  and  clearly  identify  each 
paragraph  and  its  corresponding 
comments.  Comments  should  be 
addressed  to  the  Rules  Docket  Clerk, 
whose  address  is  above,  before  the  date 
specified,  in  order  to  be  considered  for 
the  final  rule.  Copies  of  all  written 
comments  received  will  be  available  for 
examination  and  copying  during 
business  hours  in  the  Office  of  the  Rules 
Docket  Clerk. 

Because  the  final  regulations  must  be 
effective  prior  to  the  Fiscal  Year  1981 
Small  Cities  Program  competitions, 
which  begin  in  early  October,  the 
comment  period  for  these  proposed 
regulations  is  30  days.  In  preparing  these 
regulations,  HUD  considered  the 
public’s  response  to  the  ANPR,  which 
enabled  HUD  to  incorporate  many  of  the 
public’s  ideas  into  the  proposed  rule. 

The  changes  made  are  relatively  limited 
and  do  not  substantially  alter  the 
Program  with  which  the  public  is 
already  familiar. 


The  Department  has  determined  that 
an  environmental  impact  statement  is 
not  required  with  respect  to  this  rule.  A 
copy  of  the  Finding  of  Inapplicability  is 
on  file  and  available  for  inspection  in 
the  Office  of  the  Rules  Docket  Clerk. 

This  rule  is  listed  in  the  Department’s 
semi-annual  agenda  of  significant  rules, 
published  pursuant  to  Executive  Order 
12044. 

Beginning  with  some  general 
comments  from  the  public  in  response  to 
the  ANPR,  the  following  paragraphs 
explain  the  proposed  revision  to  the 
Small  Cities  Program  regulations  and  the 
public’s  corresponding  comments.  With 
limited  exceptions,  each  proposed 
change  is  separately  discussed.  The 
exceptions  are: 

1.  Corrections  for  typographical  errors 
(spelling,  punctuation,  capitalization, 
etc.). 

'  2.  Changes  in  verb  tense.  When  these 
regulations  were  first  published,  the 
program  was  new  and  the  language 
reflected  the  newness.  Since  the 
Program  is  now  more  established  and 
few  changes  are  anticipated,  the  future 
tense  of  some  verbs  is  dropped. 

.3.  Changes  in  references  made  for 
conformity  with  new  paragraph 
designations. 

4.  Substitution  of  “Single  Purpose 
Grant’’  and  “Comprehensive  Grant"  for 
“Single  Purpose  Program”  and 
“Comprehensive  Program,”  respectively. 
This  change  is  made  to  clarify  that  there 
is  only  one  Program,  the  Small  Cities 
Program,  which  has  two  types  of  grants. 
Single  Purpose  and  Comprehensive. 
When  “program”  is  not  capitalized,  it 
refers  to  the  applicant’s  program  of 
activities. 

General  Comments  in  Response  to  the 
ANPR 

The  Advance  Notice  of  Proposed 
Rulemaking  asked  the  public  to 
comment  on  a  revision  to  the  Small 
Cities  Program’s  application  and 
selection  process  which  would  eliminate 
preapplications.  Instead,  an  applicant 
would  submit  a  very  simple  “notice  of 
intent  to  apply  for  a  grant”  to  the  local 
clearinghouse  and  to  HUD  and,  then 
submit  an  application.  The  application 
would  be  the  basis  for  selection  and 
funding.  Many  groups  had  proposed  the 
elimination  of  the  preapplication, 
believing  that  the  resulting  system 
would  be  more  efficient  and  less  costly. 

Thirty-three  commentors  responding 
to  the  ANPR  favored  the  revision.  Many 
believed  it  would  greatly  speed  the 
process  of  funding  and  allow  applicants 
to  devote  more  time  and  effort  to 
preparing  full  applications.  Four  of  these 
respondents  suggested  preapplications 
for  first-time  or  previously  unsuccessful 
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applicants,  and  a  notice  of  intent  for 
previously  funded  applicants. 

Forty-one  commentors,  however, 
suggested  that  the  preapplication 
continue  to  be  the  basis  for  inviting  a 
full  application.  A  notice  of  intent  does 
not  fully  justify  the  money  or  the  project, 
four  commentors  noted.  Another 
respondent  explained  that  it  is  too 
sweeping  in  its  power  and  impact.  Major 
fimding  decisions  should  not  be  based 
on  the  notice.  Others  stated  that 
requiring  the  submittal  of  a  full 
application  without  a  guarantee  of 
fimding  would  prove  burdensome  to 
smaller  jurisdictions  with  limited  staff  or 
expertise. 

Two  commentors  noted  that  without  a 
preapplication,  early  stages  of 
coordination  with  regional 
clearinghouses  are  eliminated. 

Two  others  favored  submission  of 
only  a  preapplication,  and  project  and 
cost  summaries,  while  one  favored 
submitting  only  a  precise  cost  estimate, 
and  Housing  Assistance  and  Citizen 
Participation  Plans. 

Finally,  HUD  developed  a  cost/ 
benefit  analysis  of  the  new  process  and 
found  that,  for  all  applicants,  it  would 
cost  more  in  time  and  money  than  the 
present  system.  Minimal  cost  and  time 
savings  would  accrue  to  successful  or 
repeat  applicants,  but  these  savings 
were  outweighed  by  the  additional  costs 
to  unsuccessful  applicants. 

As  a  result  of  the  HUD  findings  and 
ANPR  comments,  the  application  and 
selection  process  will  not  be  changed. 

The  ANPR  requested  comments  about 
the  timing  of  the  submission  of  a 
Housing  Assistance  Plan  (HAP]  and 
about  the  appropriate  citizen 
participation  process  if  preapplications 
were  eliminated  and  notices  of  intent 
used.  HUD  received  many  comments  in 
response,  but  since  preapplications  will 
be  retained,  these  comments  are  only 
summarized  here.  Almost  two-thirds  of 
the  HAP  commentors  favored 
submission  of  the  HAP  with  a 
notification  of  conditional  funding  rather 
than  with  the  application.  This  is  similar 
to  the  current  system  under  which 
applicants  submit  HAPs  with  the 
application,  when  they  are  fairly  certain 
of  grant  approval.  Over  half  of  ^e 
comments  about  citizen  participation 
suggested  public  hearings  prior  to 
submission  of  a  "notice  of  intent”  which 
parallels  current  citizen  participation 
requirements  for  preapplications.  Other 
comments  about,  and  HUD’s  revision  to, 
citizen  participation  requirements  are 
discussed  under  §  570.431,  "Citizen 
participation  requirements  for 
Comprehensive  and  Single  Purpose 
Grants." 


One  commentor  stated  that 
administering  a  Small  Cities  grant  is  so 
comphcated  that  most  greintees  must 
devote  sizable  portions  of  their  grants  to 
administration.  In  the  Small  Cities 
Program  regulations,  in  these  revisions 
to  them,  and  in  various  outreach  efforts, 
HUD’s  intent  is  to  keep  the  Program  as 
simple  as  possible  and  to  make 
compliance  with  other  Federal 
requirements  as  easy  as  possible. 

Section  570.420  General. 

In  paragraph  (b).  Program  objectives, 
the  second  purpose  is  reworded  to 
clearly  state  that  low-  and  moderate- 
income  persons  must  benefit  fi'om 
expanded  housing  opportunities  outside 
areas  of  concentration. 

In  paragraph  (c).  Eligible  applicants, 
the  reference  to  entities  described  in 
S  570.403(b)(1),  (2),  and  (3)  as  eligible 
applicants  to  undertake  activities  in 
New  Communities  is  deleted  for  two 
reasons.  First,  these  entities  have 
received  set-asides  from  the  Secretary’s 
Discretionary  Fund  in  each  year  since 
the  inception  of  the  CDBG  Program 
(Fiscal  Year  1975)  and,  second,  none  of 
them  has  participated  in  the  Small  Cities 
Program. 

Paragraph  (d).  Types  of  Grants,  states 
that  there  are  two  types  of  grants.  Single 
Purpose  and  Comprehensive.  One 
commentor  suggested  eliminating 
Comprehensive  Grants,  since  there  are 
not  sufficient  funds  for  them,  and 
instead  funneling  all  funds  into  Single 
Purpose  Grants.  The  CDBG  Statute 
emphasizes  comprehensive  grants, 
requiring  only  that  “a  reasonable 
proportion  of  grants  is  available  to 
applicants  which  are  not  seeking 
funding  for  comprehensive  community 
development  programs."  Experience  has 
shown  that  the  flexibility  to  choose  the 
grant  type  which  best  fits  local  needs  is 
valuable  to  most  applicants.  Finally, 
there  are  not  sufficient  funds  to  carry 
out  all  Single  Purpose  programs,  either. 
Both  types  of  grants  will  be  retained. 

Paragraph  (e).  Distribution  of  funds 
between  Comprehensive  Grants  and 
Single  Purpose  Grants,  states  that  25  to 
35  percent  of  the  funds  are  reserved  for 
Single  Purpose  Grants,  with  exceptions 
to  this  based  on  the  demand  for 
Comprehensive  Grants.  The  relative 
dollar  demand  between  Single  Purpose 
and  Comprehensive  Grants  is  not,  by 
itself,  always  an  adequate  measure  of 
demand;  the  quality  of  the  projects  must 
be  considered.  A  reference  to  the  quality 
of  the  projects  submitted  as  a 
consideration  in  determining  the  split  of 
funds  is  therefore  added  to  &is 
paragraph. 

One  commentor  stated  that  the 
distribution  of  funds  between  Single 


Purpose  and  Comprehensive  Grants  is 
biased  in  favor  of  larger  small  cities  and 
recomended  a  50-60  split  between  the 
two  grant  types.  HUD  has  found, 
however,  that  the  percentage  of  funds 
awarded  to  the  smallest  cities  is  about 
equal  to  their  percentage  of  the 
population  in  all  small  cities.  Very  small 
cities  have  received  Comprehensive 
Grants.  Furthermore,  the  Statute 
emphasizes  comprehensive  programs, 
and  the  regulations  do  permit  a 
modification  of  the  split  of  funds  if 
quality  and  demand  so  dictate. 

Paragraph  (f).  Size  of  grants,  states 
that  Area  Offices  may  establish 
maximum  grant  amounts.  One 
commentor  recommended  that  State 
departments  of  community  affairs,  local 
government  associations  and  other 
responsible  public  interest  groups  help 
to  determine  these  amounts.  Under  the 
regulations.  Area  Offices  are  fi:ee  to  use 
these  groups’  advice.  The  reference  to 
hold  harmless  funds  is  deleted  since  no 
more  hold  harmless  grants  will  be  made. 

Paragraph  (g).  Restrictions  on 
applying  for  grants,  has  been  reworded 
to  clarify  that  States  and  counties  may 
submit  two  applications,  one  Single 
Purpose  and  one  Comprehensive,  if  at 
least  one  of  the  applications  is  in  behalf 
of  one  or  more  other  imits  of  general 
local  government.  This  paragraph  also 
states  that  each  applicant,  except  States 
and  counties,  may  be  included  in  only 
one  application  in  any  fiscal  year. 
(Comments  in  response  to  the  ANPR 
about  “in  behalf  of’  and  “joint” 
applications  are  discussed  under 
S  570.421.) 

Paragraph  (h).  Method  of  selecting 
grantees,  lists  several  sources  of 
existing  information  that  an  applicant 
can  use  in  its  preapplication.  To  this  list 
is  added  data  from  the  Bureau  of 
Census,  since  this  acceptable  and  often 
used  data.  Sometimes,  particularly  when 
the  deceimial  Census  data  becomes 
outdated,  existing  information  is  not 
sufficient  to  document  a  commimity’s 
needs,  the  expected  benefits  of  a 
project,  or  other  important  facts.  Local 
surveys  are  then  necessary,  which  is 
now  recognized  and  suggested  in  this 
paragraph.  As  now  noted,  paragraph  (h) 
does  not  apply  to  the  needs  data 
(§  570.424(a)-(b)  and  §  570.428(a)-(b)). 
which  HUD  already  has. 

One  commentor  suggested  that  HUD 
encourage  Regional  and  Area  Offices  to 
provide  applicants  a  description  of  the 
types  of  socio-economic  data  that  HUD 
has  and  what  additional  data  would  be 
useful  in  preapplication  evaluation. 

Area  Offices  may  do  so  in  their  Review 
Process  Statements. 

One  commentor  suggested  that 
paragraph  (h)(2)  permit  HUD  to  hold 
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preapplications  not  selected  for  an 
additional  year.  The  commentor  noted 
that  this  could  improve  the  applicant’s 
planning  process  and  make  it  easier  to 
retain  CDBG  staff  members  at  the  local 
level.  However,  nothing  prohibits  a 
locality  from  submitting  the  same 
preapplication  the  next  year.  It  is 
usually  advisable  for  an  applicant  to 
reconsider  an  unfunded  preapplication 
since  local  priorities  and  conditions  can 
change  from  year  to  year  and  since 
small  changes  in  the  preapplication 
could  enhance  the  likelihood  of  funding. 

Paragraph  (i).  Data,  now  clearly  states 
what  Census  data  is  used  to  rate  the 
needs  factors  (§  570.424(a]-(b) 

§  570.428(a)-(b)).  The  data  used  is  the 
most  recently  collected  which  can  be 
applied  to  every  applicant  in  a 
metropolitan  or  nonmetropolitan 
competition.  All  data  elements  used 
must  have  been  collected  at  the  same 
time.  In  addition,  applicants  must  report 
boundary  changes  to  the  Census  Bureau 
at  least  90  days  prior  to  Ae  start  of  the 
fiscal  year  so  that  the  Census  Bureau 
can  adjust  the  applicant’s  needs  factors 
to  conform  to  the  new  boundaries. 

The  phrase  “as  a  result  of  such  a 
finding’’  is  deleted  from  the  end  of  the 
first  sentence  in  paragraph  (j).  Previous 
audit  findings.  An  applicant  may  have 
an  outstanding  monetary  obligation  to 
HUD  that  is  not  the  result  of  an  audit 
finding.  Deletion  of  the  phrase  means 
that  HUD  will  no  longer  accept  a 
preapplication  from  an  applicant  with 
an  outstanding  monetary  obligation, 
regardless  of  whether  or  not  it  resulted 
from  an  audit  finding.  In  addition,  a 
preapplication  in  behalf  of  a  unit  of 
general  local  government  which  has  an 
outstanding  audit  finding  or  monetary 
obligation  will  not  be  accepted. 

In  previous  competitions,  a  few 
applicants  with  zero  points  for  program 
impact  have  been  selected  for  fimding, 
not  because  their  program  impacted 
their  identified  needs,  but  because  of 
high  scores  for  other  selection  factors. 
Therefore,  the  first  sentence  in 
paragraph  (k)  now  reads:  “The  program 
as  a  whole  must  principally  benefit  low* 
and  moderate-income  persons  and 
directly  impact  on  the  applicant’s 
needs.’’  The  last  phrase  is  added  to 
assure  that  HUD  will  not  invite 
applicants  whose  programs  are 
determined  during  the  rating  process  to 
have  an  insignificant  impact  on  their 
identified  needs.  To  correct  an 
inaccuracy  the  word  "persons”  replaces 
“families”  in  the  last  sentence. 


Section  570.421  Preapplicatons  and 
applications  by  States  and  counties: 
joint  preapplications  and  applications. 

Paragraph  (a).  General,  states  that  a 
State  or  a  county  may  submit  two 
applications,  as  described  in  the 
paragraph  about  $  570.420(g)  above. 
Paragraph  [c).  Joint  preapplications  and 
applications,  allows  two  jurisdictions  to 
submit  a  single,  joint  application,  allows 
two  jurisdictions  to  submit  a  single,  joint 
application.  The  Advance  Notice  of 
I^oposed  Rulemaking  asked  the  public 
whether  these  types  of  applications  are 
viable  options.  Of  the  42  responses  to 
this  question.  38  said  these  are  viable, 
and  that  without  them  smaller 
communitis  may  not  have  sufficient 
reources  to  prepare  an  acceptable 
preapplication.  Those  who  opposed,  and 
some  who  supported,  these  applications 
stated  that  these  options  could  lead  to  a 
system  of  favoritism,  may  meet  the 
objectives  of  a  county  or  State  but  not 
the  local  government,  and  do  not  spell 
out  clear-cut  responsibility  for  a  project. 

HUD,  therefore,  is  retaining  “in  behalf 
of  and  “joint”  application  options.  In 
order  to  meet  the  objections  to  these 
types  of  applications,  the  purpose  of 
cooperation  agreements  is  now  stated  in 
paragraphs  (b),  Preapplications  and 
applications  in  behalf  of  others,  and  (c). 
A  cooperation  agreement  which 
delineates  responsibilities  of  the  State, 
the  county,  and/or  each  participating 
unit  should  insure  that  the  local 
government’s  objectives  are  met.  In 
addition,  paragraph  (b)  repeats  HUD's 
policy  of  holding  the  applicant 
responsible  for  compliance  with 
applicable  laws  and  regulations. 

Paragraph  (e).  Data  considerations,  is 
modified  to  clarify  which  data  must  be 
used  for  rating  the  needs  factors 
(§  570.424(a)-(b)  and  §  570.428(a)-{b)). 
Essentially,  data  from  the  smallest  area 
for  which  data  can  be  readily  and 
uniformly  obtained  for  all  applicants  in 
a  competition  is  used.  In  rating  a 
preapplication  that  proposed  activities 
in  an  unincorporated  area  only,  data 
from  the  entire  unincorporated  area  of 
the  county  in  which  the  activitiy  is  to 
take  place  is  used.  Where  Census  data 
exists  at  the  town  or  township  level  for 
the  State,  that  data  may  be  used.  If  an 
activity  is  to  take  place  in  an 
incorporated  place,  data  from  that  place 
only  is  used. 

Paragraph  (g),  Urban  counties  and 
metropolitan  cities,  has  carried  a 
prohibition  against  use  of  Small  Cities 
Program  funds  in  metropolitan  cities  and 
urban  counties.  A  few  counties  applying 
to  the  Small  Cities  Program,  however, 
have  proposed  activities  located  in 
metropolitan  cities.  In  each  case,  the 


applicant  stated  that  the  activities  were 
appropriate  to  meeting  the  applicant’s 
needs  and  objectives  and  were  designed 
to  serve  all  residents  in  the  county. 
Because  of  the  convenient  access  to  a 
metropolitan  dty,  each  county 
determined  that  its  proposed  activity 
could  only  logically  take  place  there. 
HUD  considered  each  preapplication 
and  where  appropriate,  waived  the 
regulation.  To  acUeve  equity  for  all 
applicants,  paragraph  (g)  is  changed. 
Where  the  proposed  activity  is 
specifically  demonstrated  to  be 
appropriate  to  meeting  the  applicant’s 
identified  needs  and  objectives,  the 
applicant  may  use  Small  Cities  Program 
funds  to  under  take  activities  in 
metropolitan  cities  or  urban  counties. 

Section  570.423  Comprehensive  Grant 
Program  general  requirements. 

In  paragraph  (a).  Definition,  the 
phrase,  “designated  area”  is  replaced 
with  “defined  area  or  areas”  to  conform 
with  the  definition  of  a  comprehensive 
program. 

Several  clarifying  and  conforming 
changes  are  made  in  paragraph  (b). 
Funding  commitments.  The  phrase  “hold 
harmless”  is  added  in  paragraph  (b)(1) 
to  lessen  the  need  to  check  the  reference 
to  “Section  106(h)  of  the  Housing  and 
Community  Development  Act  of  1974.” 
The  last  sentence  of  (b)(1)  is  now 
designated  (b)(2)  to  emphasize  that 
every  Comprehensive  Grant  request 
must  be  by  itself  or  in  combination  with 
other  identified  funding  sources,  enough 
to  complete  the  proposed  activities. 
Paragraph  (b)(3),  (formerly  (b)(2)),  is 
clarified  in  several  ways.  It  now  reflects 
the  requirements  that  an  applicant  with 
a  multiyear  commitment  must  submit,  as 
part  of  its  second  or  third  year 
application,  an  assessment  of  its 
performance  for  prior  grants  and  that 
HUD’s  performance  determinations  are 
based  on  the  considerations  in 
§  570.423(c).  The  contents  of  the  annual 
submission  are  specifically  referenced, 
as  are  the  provisions  for  approval  of  an 
annual  submission. 

With  respect  to  paragraph  (c). 
Capacity  and  performance:  threshold 
considerations,  one  commentor 
suggested  an  emphasis  on 
implementation  of  the  HAP,  (the 
applicant’s  efforts  to  get  units  to  the 
people),  and  not  on  management  of 
housing  projects.  HUD  believes  that 
emphasis  is  already  upon  meeting  HAP 
goals. 

One  respondent  suggested  that  if  prior 
recipients  have  not  drawn  down  ail  their 
funds  within  18  months,  they  have  not 
met  the  threshold  criteria  for  a 
subsequent  preapplication.  As 
suggested,  this  would  release  urgently 
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needed  money  for  other  communities 
which  are  ready  to  implement 
community  development  programs,  but 
such  a  strict  standard  does  not  give 
HUD  enough  flexibility  to  accommodate 
ligitimate  reasons  for  delay.  HUD, 
however,  has  and  will  continue  to 
strongly  stress  performance.  As  now 
stated  in  paragraph  (c),  HUD  will  judge 
a  community’s  capacity  and 
performance  based  on  its  adherence  to 
its  own  schedule. 

Hie  other  changes  to  paragraph  (c) 
are:  replacing  the  phrase  “does  not 
have”  with  “lacks”  to  avoid  a  confusing 
double  negative;  stating  that 
performance  determinations  will  be 
made  as  of  the  date  the  preapplication  is 
submitted  to  the  Area  OfHce;  and 
including  the  word  “threshold”  in  the 
title  for  clarity. 

Section  570.424  Selection  system  for 
comprehensive  grants. 

As  proposed,  there  are  eight  selection 
factors  and  1000  possible  points  in  the 
Comprehensive  Grant  selection  system. 
These  changes  and  the  changes  made  in 
the  factors  are  reflected  in  the 
introductory  paragraph.  Each  factor  is 
discussed  separately  in  the  following 
paragraphs.  (Some  of  these  changes  are 
repeated,  as  appropriate,  in  the  Single 
Purpose  Grant  selection  system.) 

(a)  Need— absolute  number  of  poverty 
persons  (100  points);  (b)  Need— percent 
of  poverty  persons  (50  points);  and 
former  paragraphs  (c)  Need-Absolute 
housing  need  and  (d)  Need— percent  of 
housing  need.  In  the  original  selection 
system,  the  needs  factors  (absolute 
number  of  and  percent  of  persons  in 
poverty,  and  absolute  and  percent  of 
housing  need]  equaled  200  points  out  of 
1025  possible  points.  These  factors 
measure  the  needs  in  the  entire 
community,  not  the  needs  to  be 
addressed  in  the  proposed  project. 
Applicants  have  no  direct  control  over 
these  points.  The  weight  of  these 
factors,  which  do  not  directly  relate  to  a 
proposed  project,  occasionally  allows 
poor  quality  projects  to  rank  highly 
enough  to  be  funded.  To  counter  this, 
HUD  believes  that  the  overall  weight  of 
the  needs  factors  must  be  decreased, 
giving  relatively  more  weight  to  factors 
over  which  the  applicant  has  more 
control,  like  program  impact,  benefit  to 
low-  and  moderate-income  persons,  and 
outstanding  performance. 

In  addition  there  are  indications  that 
the  measures  of  housing  need  (the 
incidence  of  overcrowded  housing  and 
housing  lacking  plumbing],  are  declining 
rapidly  in  some  areas,  but  not  others. 
Therefore,  the  factors  are  becoming  less 
useful  in  measuring  an  individual  small 
community's  relative  needs  and  give 


unfair  advantage  in  the  selection  system 
to  communities  with  improving  housing 
stock.  (The  same  is  not  true  of  larger 
cities  and  small  cities  in  Statewide 
aggregates  because  the  data  base  is 
larger  and  therefore  more  reliable.] 
Poverty  is  a  stronger  reflection  of  needs, 
and  less  likely  to  unfairly  disadvantage 
poorer  communities. 

Since  the  needs  factors  are  proposed 
to  carry  a  reduced  weight  and  since  the 
housing  needs  data  are  somewhat 
suspect,  HUD  proposes  to  eliminate  the 
housing  needs  factors’  fifty  points  in  the 
selection  system. 

The  ANPR  asked  the  public  the 
implications  of  deleting  the  housing 
needs  score  from  the  selection  system, 
but  did  not,  apparently,  adequately 
explain  HDD’s  reasons.  Twenty-five 
commentors  favored  retaining  the 
housing  needs  score,  but  twenty-five 
favored  its  elimination  and  two  others 
stated  it  made  no  difference. 

Those  that  wanted  to  retain  the 
housing  needs  score  feared  that  its 
elimination  would  de-emphasize  the  link 
between  housing  and  community 
development  or  discourage  the  use  of 
local  surveys  to  keep  an  accurate 
picture  on  housing  needs.  However, 
housing  is  an  important  part  of  both 
Single  Purpose  and  Comprehensive 
Grants:  almost  all  comprehensive 
programs,  for  example,  include  housing- 
related  impact  criteria.  The  Housing 
Assistance  Plan  is  HDD’s  principal  link 
between  housing  and  community 
development,  and  is  required  of  all 
applicants,  most  of  whom  undertake 
local  surveys  for  their  HAPs.  Data  from 
these  surveys  are  more  recent,  and 
generally  more  accurate  than  Census 
data,  but  was  never  used  in  the  housing 
needs  factor.  HUD  is  not  de¬ 
emphasizing  the  important  links 
between  housing  and  community 
development  nor  discouraging  local 
housing  surveys.  Deleting  the  housing 
needs  score  will  not  affect  program 
design  or  the  HAP  and,  therefore, 
housing  and  community  development 
links  will  not  be  weakened. 

Most  of  the  commentors,  including 
most  of  those  opposing  elimination  of 
the  housing  needs  scores,  agreed  that 
housing  data  problems  are  severe.  The 
data  is  old,  they  said,  and  does  not 
accurately  reflect  housing  conditions  in 
small  cities.  Many  suggested  that  HUD 
search  for  alternative  data,  use  the 
distress  factors  used  for  Urban 
Development  Action  Grants  (UDAG],  or 
redefine  substandard  housing  to  include 
amount  of  insulation,  the  age  of  housing, 
or  other  factors.  HUD  has  searched  for 
alternate  data  that  can  reliably  meet  the 
standards  of  §  570.420(i],  but  has  foimd 
none.  UDAG  factors  are  not  available 


for  very  small  places.  Also,  eliminating 
the  weaker  data  in  order  to  reduce  the 
weight  of  the  needs  factors  is  more 
straightforward  than  replacing  housing 
data  and  then  modifying  the  points  for 
the  poverty  needs  score. 

Seven  commentors  stated  that 
deleting  the  housing  needs  score  from 
the  selection  system  places  much 
greater  emphasis  on  the  number  ahd 
percentage  of  persons  below  the  poverty 
level.  Since  the  points  for  the  poverty 
needs  score  will  not  be  increased, 
however,  there  will  be  no  greater 
emphasis  placed  upon  poverty  in  the 
selection  system.  Seven  other 
commentors  said  that  the  income  data 
used  to  compute  the  poverty  score  is  no 
less  reliable  than  the  data  used  to 
determine  housing  needs  and  that  both 
scores  should  be  eliminated.  HUD  will 
retain  the  poverty  needs  score  because 
targeting  to  poorer  communities  is  an 
important  part  of  the  selection  system. 
Although  there  are  indications  that  lack 
of  plumbing  and  overcrowded  housing 
are  rapidly  decreasing  in  some  places, 
the  same  is  regretably  not  true  of 
poverty.  A  community  with  a  significant 
amount  of  poverty  in  the  last  Census  is 
very  likely  still  to  have  a  great  deal  of 
poverty.  HUD  therefore  believes  that  the 
poverty  data  is  more  useful — and,  thus, 
fairer  in  a  competition. 

Six  commentors  stated  that  older, 
urban  commimities  would  be 
disadvantaged  by  the  elimination  of  the 
housing  needs  score.  The  housing  needs 
score  equalled,  however,  only  50  of  1,025 
(875]  points  for  Comprehensive  (Single 
Purpose]  Grants.  Being  funded  in  the 
Small  Cities  Program  depends  much 
more  heavily  upon  program  impact  (400 
points] — how  well  a  program  meets 
identified  needs — and  other  factors,  like 
benefit  to  low-  and  moderate-income 
persons  (200  points]  which  is  also  part 
of  a  program’s  design.  If  a  community 
with  a  housing  need  designs  a  good 
program,  it  will  not  be  disadvantaged  by 
deletion  of  the  housing  needs  score.  In 
addition,  the  program  impact  points  for 
Single  Purpose  Grants  are  proposed  to 
be  increased  (to  400  points],  as 
suggested  by  several  commentors 
(discussed  below]. 

Given  the  need  to  decrease  the  weight 
of  the  needs  factors  and  the  public 
comments  about  housing  data,  HUD 
proposes  elimination  of  the  50  points  for 
the  housing  needs  factors  in  the 
selection  system. 

Ten  commentors  suggested  using 
percentages  only  in  determining  the 
needs  score,  or  balancing  use  of 
percentages  and  absolute  numbers,  in 
order  to  correct  a  perceived  skewing  of 
the  selection  system  toward  larger 
small,  or  more  urban,  communities.  HUD 
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data  has  shown,  however,  that  the 
current  system  does  not  disadvantage 
smaller  cities:  in  Fiscal  Year  1979,  for 
example,  small  cities  with  fewer  than 
2,500  people,  cities  which  have  about 
16.6  percent  of  the  total  small  city 
population,  received  17  percent  of  all 
Small  Cities  Program  funds  and  23 
percent  of  the  grants.  This  does  not 
include  funds  that  States  or  coimties 
may  have  used  in  these  small  cities. 

One  commentor  suggested  that  a  more 
equitable  method  of  determining  the 
needs  score  would  be  the  use  of 
population  categories.  Each 
preapplication  would  be  ranked  for 
needs  points  with  others  in  its 
population  class.  The  city  in  each 
category  having  the  largest  number  of 
poverty  persons,  for  example,  would 
received  100  points.  Through  the  use  of 
arbitrary  population  cut-offs,  however, 
applicants  at  the  bottom  of  each 
population  cut-off  would  be  at  a  severe 
disadvantage.  As  stated  above,  Small 
Cities  Program  funds  are  fairly  equitably 
distributed  among  applicants  in  each 
population  range. 

With  respect  to  paragraphs  (a)  and 
(b),  HUD  looked  at  many  possible 
alternatives  to  the  way  the  poverty 
needs  score  is  computed.  Since  none  of 
the  alternatives  was  demonstrably  fairer 
or  more  accurate  than  the  present 
system,  no  change  is  reflected  in  the 
proposed  regulations.  The  issue  is  still 
being  considered,  and  HUD  would 
appreciate  comment  on  these,  or  other, 
alternatives: 

1.  Computing  the  poverty  needs  score 
on  the  basis  of  an  applicant’s  rank  in 
absolute  number  of  an  percentage  of 
poverty  persons.  In  a  competition  with 
10  applicants,  for  example,  conmnmities 
rank^  1, 2,  and  3  would  receive  100, 90, 
and  80  points  for  absolute  number  of 
persons  in  poverty  regardless  of  whether 
their  total  number  of  persons  in  poverty 
is  1,000,  999,  and  998  or  1,000,  200,  and 
100. 

2.  Computing  the  poverty  needs  score 
based  on  all  potential  applicants,  rather 
than  actual  applicants,  lliis  would  mean 
that  applicants  would  "compete”  against 
jurisdictions  not  applying  to  the 
Program. 

(c)  Program  factor — impact  of  the 
proposed  program  (400 points).  The 
basic  considerations  used  to  evaluate 
program  impact  for  Single  Purpose  and 
Comprehensive  Grants  are  the  same. 
These  considerations  are  listed  in  the 
introductory  paragraph  to  the  program 
impact  factor  at  §  570.424(c),  (formerly 
(e)),  for  Comprehensive  Grants  and  at 
§  570.428(c),  (formerly  (e)),  for  Single 
Purpose  Grants.  The  paragraphs  are 
mo^fied  to  mirror  each  other. 


‘The  number  of  persons  to  beneHt 
ffom  the  program"  is  added  to  the  list  of 
considerations  for  both  types  of  grants. 
This  allows  an  Area  Office  to  determine 
that  the  program  which  benefits  more 
people,  all  else  equal,  has  greater 
impact,  and  distinguishes  this 
consideration  firom  the  percent  of 
benefit  to  low-  and  moderate-income 
persons,  which  is  a  separate  selection 
factor. 

HUD's  policy  is  to  minimize 
involuntary  displacement  as  the  result 
of  HUD  funded  activities.  Accordingly, 
displacement,  and  the  actions  an 
applicant  proposes  to  minimize 
involimtary  displacement,  are  added  to 
the  considerations  used  in  judging 
impact.  Involuntary  displacement  will 
generally  be  considered  negatively. 
When  an  applicant  indicates  that 
involuntary  displacement  will  be 
minimized  or  eliminated,  however, 
displacement  will  be  considered  less 
negatively  or  as  a  neutral  factor. 

To  emphasize  that  low-  and  moderate- 
income  people  must  be  the  principal 
beneficiaries  of  all  proposed 
comprehensive  programs,  two  changes 
are  made.  First,  the  second  sentence  of 
paragraph  (c)  for  Comprehensive  Grants 
now  reads:  "HUD  shaU  measure  the 
impact  of  the  program  on  low-  and 
moderate-income  persons  for  each  of 
the  program  design  criteria  selected, 
based  on  *  *  *”  (Change  is  italicized.) 
Second,  another  introductory  paragraph 
is  added  to  paragraph  (c).  It  states  that 
each  applicant  must  explain,  in 
measurable  terms,  how  the  proposed 
project  benefits  low-  and  moderate- 
income  persons.  This  language  is 
already  foimd  in  S  570.428(c),  the 
paragraph  about  the  program  impact 
factor  for  Single  Purpose  Grants.  Since 
the  requirement  that  low-  and  moderate- 
income  persons  benefit  firom  every 
comprehensive  program  is  stated  in  the 
introduction  to  ffie  program  impact 
criteria,  it  is  not  repeated  in  each 
criterion. 

The  ANPR  asked  if  any  of  the  eleven 
program  design  criteria  listed  in 
paragraph  (c)(1)  should  be  deleted, 
clarified,  or  modified,  and  whether  any 
new  ones  should  be  added.  Three 
commentors  suggested  that  three  criteria 
be  chosen  instead  of  four.  HUD  believes 
that  four  criteria  must  be  selected  to 
ensure  that  a  grant  is  truly 
comprehensive.  Three  commentors 
wanted  an  activity  description  of  each 
criteria  in  order  to  give  applicants  a 
greater  understanding  as  to  what 
activities  HUD  is  likely  to  support.  HUD 
wants  to  give  applicants  maximum 
program  flexibility  in  designing  their 
programs,  and  believes  this  suggestion 


would  have  the  effect  of  limiting  their 
choices.  Too  much  emphasis  is  placed 
on  housing  programs  rather  than 
economic  development,  several 
respondents  noted.  In  response,  HUD 
has  added  a  second  criterion  for 
economic  development.  Two 
commentors  urged  HUD  to  include  an 
energy-related  criterion,  and  HUD  has 
added  an  energy  conservation  and 
production  criterion. 

The  individual  criteria  are  modified  as 
follows: 

(i)  One  commentor  indicated  that 
criterion  (i)  is  two  separate  criteria  and 
in  practice  overlaps  other  criteria.  HUD 
recognizes  this  and  deleted  the  second 
phrase,  "or  conserves  the  housing 
supply."  because  almost  any  housing 
program  conserves  the  housing  supply. 
The  word  “conserves”  conveys  an 
important  concept  in  this  criterion,  and 
is  added  to  the  first  phrase  which  reads, 
"Supports  comprehensive  neighborhood 
conservation,  stabilization,  and/or 
revitalization.”  The  focus  of  this 
criterion  is  upon  the  neighborhood;  it  is 
not  limited  to  housing. 

(ii)  The  word  "Areawide”  now 
precedes  "Housing  Opporhmity  Plan”  to 
conform  with  other  HUD  regulations. 
According  to  four  commentors,  criterion 
(ii)  should  be  deleted  since  most  AHOPs 
are  formed  solely  for  the  purpose  of 
acquiring  the  bonus  points,  not  for  the 
purpose  of  providing  housing 
opportunities  on  a  regional  basis.  An 
applicant  using  an  AHOP  as  part  of  its 
program  however,  should  be  able  to  use 
implementing  the  AHOP  as  one  of  its 
program  design  criteria.  'Therefore,  this 
part  of  criterion  (ii)  is  retained.  HUD’s 
specific  response  to  comments  about 
AHOPs  is  found  in  §  570.424(f).  In 
addition,  the  phrase  "housing 
opportunities”  is  replaced  with  “housing 
choice”  to  clarify  that,  in  addition  to 
providing  housing  units,  an  applicant 
may  provide  housing  counseling 
services  as  part  of  this  program  design 
criterion. 

(iii)  The  substance  of  this  criterion  is 
the  same,  but  the  wording  is  changed  to 
clarify  its  meaning.  This  criterion  if  for 
those  programs  which  provide  housing 
opportunities  within  the  community,  but 
outside  concentrations  of  minorities  and 
low-  and  moderate-income  persons. 
Three  commentors  wanted  this  criterion 
clarified  for  communities  with  no 
minorities.  In  these  communities,  it  is 
possible  to  receive  impact  points  when 
opportunities  are  provided  outside 
concentrations  of  low-  and  moderate- 
income  persons. 

(iv)  This  criterion  is  clarified  to  show 
that  “expansion  of  housing”  is  not 
limited  to  new  construction,  but  includes 
rehabilitation  of  vacant  units  or 
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conversion  to  housing  units  from  a  prior, 
non-housing  use. 

(v)  This  criterion  is  unchanged.  Five 
conunentors  wanted  clariRcation  of  the 
difference  between  criterion  (v)  “a 
serious  deficiency  in  public  facilities” 
and  criterion  (x)  “a  serious  treat  to  the 
health  or  safety.”  Criterion  (v)  focuses 
on  facilities,  while  criterion  (x)  focuses 
on  persons. 

(vi)  More  flexibility  is  incorporated 
into  this  criterion  since  it  is  no  longer 
tied  solely  to  providing  jobs  and  gives 
credit  for  retention  or  creation  of 
employment  opportunities,  a  serious 
problem  in  some  areas. 

(vii)  Fifteen  conunentors  favored 
expanding  criterion  (vi),  above,  by 
inserting  "creating  opportunities  for  the 
private  sector."  Two  conunentors 
doubted  HUD’s  seriousness  about 
funding  any  significant  number  of 
economic  development  projects  since 
there  was  only  one  economic 
development  criterion.  HUD  therefore 
added  a  new  criterion  related  to 
economic  development.  It  encourages  a 
community  to  design  a  program  that 
attracts  or  retains  businesses  which 
provide  essential  services,  particularly 
to  low-  and  moderate-income  persons. 

(viii)  Formerly  criterion  (vii),  this 
criterion  is  unchanged. 

Former  criteria  (viii)  and  (ix).  Ten 
commentors  wanted  criteria  (viii)  and 

(ix)  eliminated.  Several  commentors 
suggested  that  criterion  (ix)  placed  HUD 
in  the  odd  position  of  promoting  the 
ascendency  or  dominance  of  one  urban 
center  over  another.  Others  could  not 
see  how  these  criteria  greatly  benefitted 
low-  and  moderate-income  persons.  The 
original  criteria  (viii),  dealing  with  State 
plans,  and  (ix)  dealing  with  the 
community’s  position  as  a  growth 
center,  are  therefore  eliminated  from  the 
program  impact  criteria.  They  are 
replaced  with  the  25  points  for  a  State’s 
ranking,  §  570.424(h),  discussed  below. 

(ix)  Formerly  criterion  (x),  this 
criterion  is  unchanged. 

(x)  Formerly  criterion  (xi),  this 
criterion  is  reworded  to  clarify  its 
meaning.  ’The  word  "policies”  was,  in 
practice  vague  to  applicants  trying  to 
identify  what  impacts  a  Federal  policy 
might  have  upon  their  communities. 
“Policies”  was  therefore  deleted.  The 
word  "action”  by  itself,  conveys  the 
intent  of  this  criterion  that  the  "Federal 
policy  or  action”  must  have  a  direct, 
demonstrable  effect  upon  the 
community.  Where  a  Federal  policy 
does  have  a  demonstrable  effect  on  an 
applicant,  however,  this  criterion  may 
be  used.  Another  change  to  this  criterion 
is  that  the  other  Federal  program  which 
the  proposed  program  will  support,  or 
the  Federal  action  the  program 


addresses  must  be  of  substantial  size  or 
impact.  ’This  precludes*  the  use  of  this 
criterion,  for  example,  for  Federal 
actions  that  have  insignificant 
implications  for  the  applicant. 

(xi)  Two  commentors  belived  a 
criterion  to  conserve  energy  or  to  lessen 
the  impact  of  the  energy  crisis  should  be 
added.  HUD  agrees.  ’I^is  new  criterion 
(xi)  recognizes  the  crucial  need  for 
energy  conservation  considerations  in 
every  facet  of  community  activity,  and 
allows  an  applicant  to  design  programs 
which  support  energy  conservation  or 
production. 

(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points).  This 
paragraph  now  explains  the  method 
used  to  compute  a  proposed  program’s 
benefit  to  low-  and  modetate-income 
persons.  It  is  the  same  method  described 
to  applicants  in  other  HUD  publications, 
such  as  the  Review  Process  Statement. 

Three  commentors  were  concerned 
about  using  “80  pecent  of  median 
income”  as  the  standard  for  determining 
benefit  to  low-  and  moderate-income 
persons  at  the  preapplication  stage,  but 
permitting  use  of  sliding  Section  8 
standards  for  counting  beneficiaries 
while  undertaking  a  program.  To  treat 
all  applicants  fairly  during  a 
competition,  when  many  of  the  proposed 
programs  are  in  a  preliminary  phase  and 
beneficiaries  can  not  be  specifically 
identified,  HUD  must  use  data  available 
to  all  applicants  in  the  estimates  of  the 
population  to  be  served.  This  is  the  “80 
percent  of  median"  data.  Once  an 
applicant  has  successfiilly  competed, 
however,  this  restriction  need  no  longer 
apply.  Since  HUD  recognizes  that 
persons  meeting  the  Section  8  standards 
are  low  and  moderate  income,  this  data 
may  be  used  to  qualify  a  person  as  low 
and  moderate  income. 

(e)  Performance  in  housing  and  equal 
opportunity  (150  points).  ’The  ANPR 
asked  whether  the  current  point  system 
for  housing  and  equal  opportunity 
efforts  should  be  strengthened,  whether 
clarification  or  change  is  needed,  and  if 
there  is  a  way  to  recast  the  standards  to 
better  enable  commimities  with  no  past 
experience  with  HUD  programs  to 
qualify  for  the  points. 

Twenty-nine  respondents  favored 
refocusing  the  fair  housing  and  equal 
opportimity  efforts,  eight  suggested  that 
these  points  be  unchanged,  four  stated 
that  these  points  should  be  completely 
eliminated,  and  one  said  they  made  no 
difference. 

Two  commentors  that  favored  some 
change  suggested  elimination  or 
reduction  of  those  points.  These  points 
reward  communities  which  have 
performed  well  with  respect  to  fair 
housing  and  equal  opportunity  and 


encourage  others  to  do  so.  too.  HUD, 
therefore,  does  not  intend  to  eliminate 
or  to  reduce  these  points.  One 
commentor  suggested  use  of  a  graduated 
scale  in  awarding  these  points.  A 
graduated  scale,  however,  can  be 
complicated  or  confusing  and  may 
weaken  the  incentive  to  meet  these 
important  objectives.  For  the  same 
reason,  HUD  will  not  replace  the 
"outstanding”  concept  with  award  of 
points  for  simply  adequate  performance, 
award  points  to  all  communities  unless 
there  is  demonstrated  "adverse” 
performance,  or  automatically  award 
these  points  to  conununities  which  have 
fewer  than  five  or  ten  percent 
minorities. 

Two  commentors  wanted  more 
emphasis  placed  on  assisted  housing 
efforts,  but  HUD  believes  that  through 
these  points  and  the  program  design 
factors,  sufficient  emphasis  is  placed  on 
assisted  housing  in  the  selection  system. 
In  addition,  §  570.423(c)  states  that  no 
grant  will  be  made  to  an  appliant  which 
has  not  performed  adequately  with 
respect  to  provision  of  assisted  housing, 
and  the  Housing  Assistance  Plan  is 
required  of  all  applicants. 

One  commentor  suggested  that  these 
points  should  only  be  awarded  to 
applicants  who  propose  to  involve 
minority  participants.  Under  the  Title  VI 
certification  that  applicants  must 
provide  to  HUD,  they  are  already 
required  to  consider  minorities  in  their 
programs. 

Most  of  the  respondents  who  favored 
refocusing  housing  and  equal 
opportunity  efforts  believed  that  the 
present  criteria  discriminate  against 
towns  that  have  never  had  CDBG 
grants,  towns  with  no  minorities,  towns 
with  few  large  families,  and  small  rural 
communities.  The  revisions  discussed 
below  should  ameliorate  these 
problems.  (HUD  has  not  found 
discrimination  against  towns  with  few 
large  families,  however,  since  points 
related  to  large  families  are  earned  in 
proportion  to  meeting  the  needs  of  large 
families.)  Most  of  these  points  can  be 
earned  by  communities  without  a  prior 
CDBG  grant. 

With  respect  to  the  changes  HUD 
proposes,  the  total  points  for 
outstanding  performance  still  equal 
150 — 100  points  for  housing  efforts  and 
50  points  for  equal  employment  and 
entrepreneurial  efforts.  As  indicated 
below,  however,  an  additional  criterion 
is  added  to  each.  These  criteria  are  not 
new,  but  were  formed  by  dividing  an 
original  criterion.  To  agcommodate  the 
increased  number  of  criteria,  the  point 
structure  is  changed. 

Instead  of  five  20-point  criteria  for 
housing  efforts,  there  are  four  15-point 
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criteria  and  two  20-point  criteria.  The 
three  criteria  for  equal  employment  and 
entrepreneurial  efforts  are  now  worth 
25,  20,  and  5  points.  The  derivation  of, 
and  the  public  comments  about,  each 
criterion  and  the  reason  for  any  changes 
are  discussed  below. 

(1)  Housing  efforts  (100 points). 
(eKlKi)(A)  (15  points):  This  criterion 
was  formerly  (g)(l](i).  Its  language  now 
emphasizes  the  criterion's  focus  upon 
the  location  of  a  community’s  assisted 
housing.  To  provide  choice,  assisted 
housing  must  be  located  outside 
concentrations  of  minorities  and  of  low- 
and  moderate-income  persons.  In  a 
predominantly  minority  community,  or 
in  a  community  with  no  concentrations, 
this  criterion  is  met  if  there  is  a 
balanced  distribution  of  assisted 
housing  throughout  the  community. 

Eight  respondents  claimed  that  many 
small,  rural  communities  are 
discriminated  against  because  they  do 
not  have  minority  populations.  A 
community  with  no  minorities  can  earn 
points  through  this  criterion  when  its 
assisted  housing  is  located  outside 
concentrations  of  low-  and  moderate- 
income  persons. 

Several  commentors  suggested  that  if 
the  racial  composition  of  all  assisted 
housing  units  does  not  differ  more  than 
10  percent  from  the  racial  composition 
of  the  county  in  which  the  applicant  is 
located,  points  should  be  awarded. 
Whether  this  level  of  performance  is 
outstanding,  however,  depends  on  many 
regional  and  local  factors.  Area  Offices, 
therefore,  will  define  the  standard  used 
for  determining  outstanding 
performance  in  their  jurisdictions. 

(e](l)(i)(B)  (15  points):  This  criterion  is 
similar  to  the  original  criterion  (g)(l)(ii). 
The  word  "existing”  is  deleted  to 
eliminate  confusion  between  this 
criterion’s  intent  and  HUD’s  Section  8 
existing  housing  program,  which  is  now 
specifically  referenced.  If  the  applicant 
has  a  Section  8  existing  housing 
program,  there  must  be  evidence  of 
location  choice.  One  commentor 
suggested  that  ethnic  groups,  like 
Hispanics,  be  considerd  in  addition  to 
racial  grops.  HUD  has  added  the  word 
"ethnicity”  to  this  criterion. 

(e)(l)(i)(C)  (15  points):  The  original 
criterion  (v)  had  two  parts,  one  dealing 
with  fair  housing  ordinances,  the  other 
with  New  Horizons  Fair  Housing 
Assistance  Projects.  Because  the  parts 
are  separable  and  because  each  is  an 
important  component  in  an  applicant’s 
efforts  to  achieve  fair  housing,  HUD  will 
now  consider  them  separately.  Thus, 
applicants  with  both  will  benefit  from 
additional  points.  Criterion  (l)(i)(C)  now 
deals  only  with  fair  housing  ordinances. 
To  earn  these  outstanding  performance 


points,  an  applicant  must,  to  the  limit  of 
its  legal  ability,  actively  enforce  its  local 
ordinance  or  actively  support  or  enforce 
a  State/coimty/regional  fair  housing 
ordinance.  The  ordinance  must  be  at 
least  equal  in  scope  and  coverage  to 
Title  VIII  of  the  Civil  Rights  Act  of  1968. 

Two  commentors  stated  that 
communities  can  not  get  these  points 
unless  they  show  that  some  type  of 
action  was  taken  to  enforce  the 
ordinance.  This  is  hard  to  document 
unless  a  complaint  is  filed  claiming 
unfair  treatment.  Another  commentor 
suggested  that  enforcement  is  a  measure 
of  equal  opportimity  within  the 
applicant’s  jurisdiction  only  if 
discrimination  exists.  Points  should  be 
given  for  enacting  fair  housing 
ordinance  and  the  attempt  made  to 
make  the  public  aware  of  it.  In  addition 
to  how  the  community  treats  complaints, 
HUD  considers  the  ordinance’s 
enforcement  mechanism  and  other 
activities  undertaken  by  the  community 
to  foster  fair  housing,  such  as 
educational  activities. 

(e}(l)(i)(D)  (15  points):  This  criterion  is 
from  the  second  part  of  the  original 
criterion  (g)(i)(v)  and  concerns  New 
Horizons  Fair  Housing  Assistance 
Projects.  It  is  changed  to  require  that  an 
applicant  implement  or  actively 
participate  in  a  Project,  as  demonstrated 
by  the  applicant’s  progress  or  success. 
For  an  applicant  whose  Project  was 
approved  less  than  one  year  before 
submission  of  its  Small  Cities  Program 
preapplication.  HUD  will  consider 
award  of  these  points  where  the 
community  has  not  yet  demonstrated  its 
success.  As  recommended  by  two 
commentors,  communities  which 
encourage  fair  housing  and  equal 
opportunity  through  strategies 
equivalent  to  a  New  Horizons  Fair 
Housing  Assistance  Project  may  also  be 
eligible  to  receive  these  points. 

(e)(l)(ii)(A)  (20  points):  This  criterion, 
about  meeting  the  housing  assistance 
needs  of  large  families  was  formerly 
criterion  (g)(l)(iii)  and  is  unchanged. 

Four  commentors  stated  that 
communities  without  a  HAP  do  not  have 
accurate,  up-to-date  housing  needs  data 
with  respect  to  the  needs  of  larger 
families.  As  they  recommended.  HUD 
requires  these  communities  to  base  their 
claim  for  these  points  upon  the  best 
available  data. 

(e)(l)(ii)(B)  (20  points):  This  was 
formerly  criterion  (g)(l)(iv),  which 
required  an  applicant  to  meet  the  goals 
of  a  previous  HAP(s).  Twenty-five 
commentors  felt  that  communities  with 
no  past  experience  in  HUD  programs  are 
at  a  serous  disadvantage  when 
competing  for  funds  because  this 
criterion  requires  a  prior  HAP.  One 


commentor  suggested  awarding  points 
to  communities  new  to  the  program  if 
they  have  improved  housing  conditions 
in  their  communities  without  the  use  of 
community  development  block  grants. 
Another  commentor  suggested  that 
applicants  could  be  requested  to 
demonstrate  that  they  are  engaged  in 
activities  to  remove  barriers  to  housing 
opportunity,  in  lieu  of  past  performance. 
One  respondent  suggested  that  these 
commtmities  be  rated  separately.  Other 
commentors  recommended  that 
jurisdictions  with  past  experience  with 
HUD  programs  be  penalized  if  they  were 
"poor  performers”  and  awarded  points 
if  they  were  “good  performers.” 

The  intent  of  this  criterion  has  been  to 
award  outstanding  performance  points 
to  communities  that  have  demonstrated, 
through  their  HAPs,  excellent 
performance  in  providing  assisted 
housing.  As  indicated  by  the  public 
coments,  other  communites,  too,  can  and 
do  provide  assisted  housing  and  deserve 
some  recognition.  HUD  therefore  will 
award  these  points  to  applicants  with  no 
prior  HAP  if  a  significant  proportion  of 
the  applicant’s  housing  assistance  needs 
have  been  met. 

(2)  Local  equal  employment  and 
entrepreneurial  efforts  (50  points). 
(e)(2)(i)  (25  points):  This  is  the  same  as 
the  original  criterion  (g)(2)(ii),  except 
that  a  new  standard  is  established  for 
applicants  whose  percent  of  minority 
residents  exceeds  that  of  the  county  in 
nonmetropolitan  areas  or  of  the  SMSA 
in  metropolitan  areas.  For  these 
applicants,  the  percent  of  minority 
employees  must  generally  reflect  the 
percent  of  minority  residents  in  their 
own  jurisdictions.  This  means  that, 
absent  explanation,  it  is  expected  that 
nondiscriminatory  hiring  practices  by 
these  applicants  results  in  a  workforce 
which  is  more  or  less  representative  of 
the  racial  and  ethnic  composition  of  the 
applicant’s  jurisdiction.  In  addition, 
"minority  employees”  is  clarified  by  the 
phrase,  “minority  permanent,  full-time 
employees.” 

(e)(2)(ii):  (20  points)  The  original 
criterion  (g)(2)(i)  had  two  parts,  one 
about  contracts  with  minority 
businesses,  the  other  about  deposits  in 
minority  banks.  This  criterion  is  derived 
from  the  first  part.  Several  changes  are 
made.  First,  the  applicable  percentage  of 
minority  residents  is  the  greater  of  the 
percentage  of  minorities  in  the 
applicant’s  jurisdiction,  or  the  county  for 
nonmetropolitan  applicants,  or  the 
SMSA  metropolitan  applicants.  This  will 
be  compared  to  the  percent  of  contracts, 
based  on  dollar  value,  awarded  to 
minority  businesses.  Second,  since  with 
respect  to  equal  opportimity.  ownership 
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and  control  of  a  business  are  more 
important  than  management,  only 
contracts  awarded  to  minority  owned 
and  controlled  businesses  may  be 
counted.  Third,  the  original  standard 
that  an  applicant’s  percentage  of 
contracts  with  minority  hrms  exceed  its 
percentage  of  minority  residents  has 
proven  excessive  for  applicants  whose 
applicable  percentage  of  minorities  is 
more  than  20  percent.  Therefore,  these 
applicants  may  award  20  percent  of 
their  contracts  to  minority  firms  to  earn 
these  points.  Fourth,  the  original 
standard  was.  however,  too  lax  for 
applicants  with  fewer  than  five  percent 
minority  residents.  Therefore,  these 
applicants  must  award  at  least  Hve 
percent  of  their  contracts  to  minority 
hrms  to  earn  these  outstanding 
performance  points.  Applicants  whose 
applicable  percentage  of  minorities  is 
from  5  to  20  percent  must  meet  the 
original  standard. 

One  commentor  recommended  using 
the  applicant’s  percentage  of  minorities 
in  computing  these  points.  HUD  has 
adopted  this  for  applicants  whose 
percentage  of  minorities  exceeds  the 
county  for  nonmetropolitan  applicants 
or  the  SMSA  for  metropolitan 
applicants. 

(e) (2)(iii):  (5  points)  This  criterion  is 
derived  from  the  second  part  of  the 
original  criterion  (g)(2)(i)  which  required 
that  an  applicant’s  percentage  of 
deposits  in  minority  banks  equal  its 
percentage  of  minority  residents. 
Because  minority  financial  institutions 
do  not  exist  in  many  small  cities,  its 
weight  is  reduced.  Now,  an  applicant’s 
average  daily  balance  in  minority 
financial  institutions  over  the  past  year 
must  be  at  least  five  percent  of  its  total 
deposits  from  all  sources.  In  addition, 
the  word  "banks”  is  replaced  with 
"financial  institution”  for  greater 
flexibility. 

(f)  Areawide  Housing  Opportunity 
Plan  (50 points).  In  response  to  the 
ANPR,  one  commentor  claimed  that 
AHOPs  are  formed  for  the  sole  purpose 
of  receiving  fifty  bonus  points,  rather 
than  carrying  out  the  intended  goals  of  a 
HUD-approved  AHOP.  HUD  is  also 
concerned  about  this  possibility  and 
therefore,  this  criterion  is  changed  to 
require  more  active  participation  in 
AHOPs.  Applicants  which  have 
participated  in  an  AHOP  for  less  than 
one  year  will  still  be  awarded  fifty 
points  for  participation  only.  Points  for 
participation  only,  however,  will  be 
awarded  only  once,  and  only  in  the  first 
year  of  participation  in  the  AHOP,  After 
the  first  year,  the  Areawide  Planning 
Organization  that  developed  the  AHOP 
must  certify  that  the  applicant  is 


carrying  out  its  responsibility  to 
implement  the  AHOP. 

Two  commentors  believed  the  AHOP 
criterion  is  important  since  it  helps  local 
officials  realize  the  advantages  of 
entering  into  housing  planning  at  the 
regional  level.  These  points  are  a  useful 
educational  tool  for  these  communities. 

Five  commentors  favored  elimination 
of  the  AHOP  criteria  on  the  basis  that 
the  AHOP  emphasis  is  urban  oriented 
and  places  rural  areas  at  a  50-point 
disadvantage  when  competing  with 
urban  areas.  Although  HUD  has 
approved  nonmetropolitan  AHOPs,  and 
the  nonmetropolitan  jurisdictions 
participating  in  them  have  received  the 
fifty  points,  the  AHOP  program  may  not 
be  useful  or  appropriate  in  some 
nonmetropolitan  areas.  HUD,  therefore, 
is  considering  elimination  of  these 
points  for  nonmetropofitan  applicants 
only.  Since  the  issue  has  not  been 
decided,  HUD  is  soliciting  comments  as 
part  of  this  proposed  regulation  which 
specifically  adless  the  issue  of 
awarding  fifty  points  to  nonmetropolitan 
applicants  participating  in  an  AHOP. 

(g)  Hold-harmless  provisions  (25 
points).  Regarding  the  hold  harmless 
provision,  three  commentors  could  not 
understand  why  a  community  which 
received  prior  HUD  assistance  should 
gain  any  particular  competitive 
advantage  in  the  allocation  of  future 
funds.  The  CDBG  Statute,  however, 
implies  that  these  “hold-harmless” 
communities  should  receive  special 
consideration.  Another  commentor 
suggested  a  25-point  award  for  any 
community  which  is  carrying  out  a 
comprehensive  community  development 
program,  and  two  others  favored  a  25- 
point  award  for  applicants  that  have 
successfully  participated  in  the  Small 
Cities  Program.  These  communities  are 
not  eligible  for  special  consideration 
under  the  Statute. 

(h)  State’s  rating  (25 points).  This  new 
factor  replaces  the  program  impact 
criteria  le](l](viii)  and  (e)(i](ix]  of  the 
original  selection  system,  as  noted 
above.  In  past  competitions,  some  Area 
Offices  found  these  criteria  (dealing 
with  a  State’s  plans  and  policies  and  the 
community’s  position  as  a  regional 
center,  or  economic  development  center, 
or  growth  center)  difficult  to  define  and 
apply.  In  some  competitions,  almost 
every  applicant  who  chose  these  criteria 
received  these  points.  The  criteria’s 
usefulness  as  selective  factors, 
therefore,  was  limited. 

In  addition.  States  and  their 
advocates  have  solicited  a  greater  role 
for  States  in  the  Small  Cities  Program 
and  HUD  recognizes  that  States  can 
make  useful  contributions. 


The  new  State’s  rating  factor  responds 
to  these  issues.  A  State  may  review 
Small  Cities  Program  preapplications 
and  rank  them  according  to  their 
support  or  conformity  with  the  State’s 
policies  or  strategies  for  growth, 
resource  coordination,  and  economic 
development.  The  State  may  also 
consider  regional  strategies.  The  State 
will  be  able  to  recommend  to  the  Area 
Office  an  award  of  zero  to  25  points  for 
each  preapplication,  except  its  own.  In  a 
State  which  does  not  choose  to 
recommend  point  awards,  no  applicant 
will  receive  points  for  the  State’s  rating. 

Section  570.425  Preapplications  for 
comprehensive  grants. 

Paragraph  (a)(4)  is  modified  to  read 
that  the  extent  and  locations  of 
minorities  and  low-  and  moderate- 
income  persons,  rather  than 
concentrations  of  minorities  and  low- 
and  moderate-income  persons,  is  to  be 
submitted  on  maps.  This  is  done  to 
provide  consistency  between 
preapplication  and  application 
requirements,  and  a  more  accurate 
description  of  the  required  information. 

A  modification  is  made  in  the 
reference  to  performance  reporting  in 
paragraph  (a)(5).  "Assessment  of 
performance”  is  substituted  for 
"Grantee  Performance  Report”  and 
“status  report.”  The  term  "assessment  of 
performance”  is  more  general,  yet 
covers  either  a  status  report  or  a 
Grantee  Performance  Report. 

Section  570.426  Applications  for 
comprehensive  grants. 

Section  570.426  has  been  modified  and 
expanded  to  incorporate  in  this  one 
section  all  the  requirements  applicable 
to  an  application  for  a  Comprehensive 
Grant,  with  the  exception  of  the  HAP 
and  certification,  in  order  to  avoid  cross 
reference  to  the  entitlement  subpart  and 
to  include  only  those  portions  relevant 
to  the  Small  Cities  Program.  The 
following  new  paragraphs  are: 

Paragraph  (a)  briefly  summarizes  the 
components  of  a  Community 
Development  and  Housing  Plan 
summary. 

Paragraph  (b)  describes  the  project 
summary  that  all  applicants  must  file. 

Paragraph  (c)  states  when  an 
applicant  must  file  a  three  year  project 
summary,  and  its  contents. 

Paragraph  (d)  describes  the  cost 
summary  that  is  required  of  all 
applicants. 

Paragraph  (e)  incorporates  by 
reference  the  Housing  Assistance  Plan. 

§  570.306  of  Subpart  D. 

Paragraph  (f)  incorporates  by 
reference  §  570.307  Certifications. 
except  that  S  570.430(f)(l)-{6).  Citizen 
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Participation  applies  in  lieu  of 
§  570.307(d). 

Paragraph  (g)  describes  Map 
requirement. 

Paragraph  (h)  Title  VI  compliance 
(formerly  paragraph  (c)),  is  clarified  to 
indicate  that  multiyear  applicants 
applying  for  second  or  third  year 
funding,  as  well  as  previous  hold- 
harmless  grantees,  are  exempt  from  this 
requirement. 

Paragraph  (i)  is  a  new  paragraph 
detailing  the  components  of  an  annual 
submission  of  the  Multiyear  application. 
Paragraph  (i)(2]  was  formerly  paragraph 
(d),  and  is  unchanged. 

Section  570. 427  Single  purpose  grant 
program  general  requirements. 

The  wording  in  paragraph  (b). 

Projects,  is  changed  to  clarify  that  a 
Single  Purpose  applicant  may  seek  fimds 
for  more  than  one  project  and  for  more 
than  one  of  the  three  problem  areas. 

The  language  in  paragraph  (c). 
Performance  requirements,  is  changed 
to  clarify  that  every  previous  Small 
Cities  Program  grantee  must  satisfy  the 
capacity  and  performance  criteria  of 
§  570.423(c). 

Section  570.428  Selection  system  for 
single  purpose  grants. 

The  maximum  score  possible  for 
Single  Purpose  Grant  applicants  under 
the  original  selection  system  was  875 
points.  It  is  now  1000  points  and  the 
eight  selection  factors  are  changed,  as 
reflected  in  the  introductory  paragraph 
to  the  section.  Each  factor  is  discussed 
below. 

(a)  Need— absolute  number  of  poverty 
persons  (100  points),  (b)  Need— percent 
of  poverty  persons  (50  points),  and 
former  paragraphs  (c)  Need— absolute 
housing  need,  and  (d)  Need— percent  of 
housing  need. 

Changes  proposed  for  these  factors 
are  the  same  as  those  proposed  and 
explained  in  the  paragraphs  about  the 
Comprehensive  Grant  needs  factors 
(§  570.424(a)-{b)). 

(c)  Program  factor— impact  of  the 
proposed  program  (400 points). 

The  ANPR  asked  the  public  whether 
points  for  the  Single  Purpose  program 
impact  factor  should  be  increased.  Six 
commentors  opposed  increasing 
program  impact  points  for  Single 
Purpose  Grants.  Some  remarked  that 
program  impact  was  a  subjective 
process  and  that  changing  these  points 
would  not  contribute  significantly  to 
assuring  funding  high  quality  projects. 
Three  suggested  clarifying  the 
definitions  used  to  determine 
“insignificant,”  "minimal,”  "moderate”, 
and  “substantial”  impact.  Finally,  one 
respondent  argued  that  because  single 


purpose  applications  are  ranked  against 
similar  projects,  a  sound  basis  for 
quality  projects  is  built  into  the  selection 
criteria. 

Forty  commentors,  however,  favored 
doubling  the  points  for  Single  Purpose 
program  impact  to  400  points,  the  same 
as  in  Comprehensive  Grants. 

In  the  original  selection  system,  an 
applicant  could  earn  a  maximum  of  200 
points  under  the  program  impact  factor, 
or  less  than  25  percent  of  the  875  total 
possible  points.  Compared  to  the 
Comprehensive  Grant  selection  system, 
in  which  program  impact  points 
represent  40  percent  of  the  total  possible 
points,  this  is  a  low  weight  for  the  factor 
that  most  adequately  assesses  the 
proposed  program’s  impact  on  identified 
.  needs  and  the  overall  quality  of  the 
program.  Other  factors  that  do  not  relate 
as  closely  to  the  program  design 
(outstanding  performance  points,  for 
example)  or  over  which  applicants  have 
little  control  (the  needs  factors) 
collectively  were  much  more  important 
in  funding  decisions  than  the  program 
impact  factor.  As  a  result,  projects  with 
little  significant  in  meeting  identified 
needs  were  occasionally  funded  while 
projects  with  substantial  impact  were 
not.  The  points  for  program  impact, 
therefore,  are  increased  to  400—40 
percent  of  the  total  possible  points 
under  the  proposed  system,  the  same 
percent  as  in  Comprehensive  Grants. 

This  reflects  the  importance  of  the 
program  impact  factor  in  choosing 
projects  which  best  address  identified 
needs. 

As  in  the  original  system,  the  program 
impact  factor  does  not  dominate  and 
other  factors,  like  outstanding 
performance  and  benefit  to  low-  and 
moderate-income  persons,  must  also  be 
addressed  by  applicants  who  expect  to 
be  funded. 

Finally,  as  noted  in  the  discussion 
about  §  570.424(c),  the  considerations 
used  to  evaluate  program  impact  in  the 
Single  Purpose  and  Comprehensive 
selection  systems  are  the  same  in 
practice. 

Therefore,  the  language  about  these 
considerations  is  modified  for 
conformity  with  the  Comprehensive 
Grant  program  impact  considerations, 
oxcept  that  an  additional  consideration 
for  Single  Purpose  Grants,  the  nature  of 
the  activity  in  relation  to  the  need 
identified,  is  retained. 

(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points),  (e) 
Performance  in  housing  and  equal 
opportunity  (150  points),  and  (f) 

Area  wide  Housing  Opportunity  Plan  (50 
points),  and  (g)  Other  Federal  programs 
(25  points). 


The  language  in  these  paragraphs  is 
changed,  and  conforms  with  §  570.424 
(d),  (e),  (f),  and  (c)(l)(x),  the  paragraphs 
about  the  Comprehensive  Grant 
selection  system  factors  for  benefit  to 
low-  and  moderate-income  persons, 
outstanding  performance,  AHOPs  and 
the  proposed  program’s  relationship  to 
other  Federal  projects.  The  changes  are 
fully  discussed  above. 

(h)  State’s  rating  (25 points). 

This  paragraph  merges  two  “other” 
criteria  of  the  original  selection  system, 
(h)(1)(A),  dealing  with  the  commimity’s 
position  as  a  regional  center  or 
economic  development  center,  and 
(h)(1)(B),  dealing  with  State  plans  and 
policies.  This  new  factor  is  the  same  as 
the  Comprehensive  selection  factor 
contained  in  §  570.424(g)  which  is 
discussed  above. 

Section  570.429  Preapplications  for 
single  purpose  grants. 

Paragraph  (a)(2)(iii)  is  modified  to 
require  a  statement  describing  the 
impact  the  activity  for  which  funds  are 
requested  will  have  on  the  needs  of  low- 
and  moderate-income  persons. 

Paragraph  (a)(3).  Maps,  is  modified  to 
include  extent  and  locations  of  low-  and 
moderate-income  persons. 
Concentrations  of  minorities  is  changed 
to  extent  and  location  to  more 
accurately  reflect  the  desired 
information. 

Paragraph  (a)(4).  Performance 
reporting,  now  refers  to  assessments  of 
performance  to  cover  either  a  status 
report  or  the  Grantee  Performance 
Report. 

Section  570. 430  Applications  for  single 
purpose  grants. 

A  statutory  change  to  the  Housing  and 
Community  Development  Act  of  1979 
deleted  the  requirement  for  a  needs 
assessment  and  strategy  statement.  That 
change  is  being  implemented  as  a  final 
rule  under  a  separate  notice  in  the 
Federal  Register.  Former  paragraph  (a) 
is  therefore  deleted,  and  each  following 
paragraph  in  this  section  is  re-lettered. 
The  wording  “regardless  of  population” 
has  been  deleted  in  paragraph  (a), 
Community  Development  Program. 

Since  all  applicants  must  describe 
proposed  projects,  the  wording  is 
redundant. 

Paragraph  (b)(2),  HUD  review  of  HAP, 
is  clarified  to  indicate  that 
weatherization  and  similar  activities 
alone  will  not  satisfy  rehabilitation 
housing  assistance  goals. 

Paragraph  (c)  Map  requirements,  is 
modified  to  require  that  maps  show  the 
extent  and  location  of  minorities  and 
low-  and  moderate-income  persons, 
rather  than  concentrations  of  minorities 
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and  low-  and  moderate-income  persons. 
This  provides  consistency  between 
preapplication  and  application 
requirements,  and  a  more  accurate 
description  of  the  required  information. 

Paragraph  (e).  Title  VI  Compliance,  is 
clarified  to  indicate  that  multiyear 
applicants  applying  for  second  or  third 
year  funding,  as  well  as  previous  hold- 
harmless  grantees,  are  exempt  from  this 
requirement. 

Two  changes  are  made  in  paragraph 
(f).  Certifications.  Paragraph  (f)(2)  is 
revised  to  require  citizen  participation 
specifically  in  the  development  of  the 
Housing  Assistance  Plan.  Paragraph 
(f)(6)  is  revised  to  use  the  more  general 
term  "report  on  performance”  in  lieu  of 
Grantee  Performance  Report. 

Section  570.431  Citizen  participation 
requirements  for  comprehensive  and 
single  purpose  grants. 

The  citizen  participation  (CP) 
requirements  at  §  570.431  has  been 
rewritten  and  now  apply  to  both 
Comprehensive  and  Single  Purpose 
Grants.  The  same  citizen  participation 
requirements  apply  to  each  program. 
Therefore,  the  reference  to  §  570.303 
Citizen  participation  requirements,  in 
the  entitlement  regulations  is  eliminated 
for  Comprehensive  Grant  applicants. 
Establishing  a  single  set  of  regulations 
for  citizen  participation  eliminates 
confusion  as  to  which  citizen 
participation  regulations  are  to  be 
followed,  and  at  what  stage  of  the 
application  process  they  apply.  As 
indicated  in  paragraph  (a).  General,  this 
new  section  strives  to  require  only  the 
basic  framework  of  only  the  basic 
framework  of  meaningful  citizen 
participation,  regardless  of  the 
applicant’s  size.  Critical  elements  are 
required,  and  others  must  be  considered 
as  locally  appropriate.  Paragraph  (b). 
Written  citizen  participation  plan, 
describes  the  procedures  that  must  be 
accommodated  in  an  applicant’s  CP 
plan.  In  paragraph  (c).  Requirements  for 
citizen  participation  in  each  stage  of  the 
application  process,  the  citizen 
participation  regulations  now 
chronologically  follow  the  application 
process  for  small  cities,  i.e., 
preapplication/  application. 

HUD’s  overriding  concern  is  that 
citizen  participation  be  meaningful  and 
effective.  In  order  to  a  achieve  this 
objective,  it  is  paramount  that  the  CP 
regulations  be  clear  and 
straightforward. 

The  ANPR  asked  the  public  to  address 
the  citizen  participation  process  and 
how  it  could  be  simplified  for  the 
applicant,  while  at  the  same  time 
achieving  meaningful  CP.  Comments 
received  in  response  to  the  ANPR  have 


been  reviewed,  and  are  addressed 
below. 

Single  Purpose  CP  should  apply  to 
applicants  of  2500  in  population  or  less, 
whether  applying  for  Single  Purpose  or 
Comprehensive  programs,  one 
commentor  suggested.  One  respondent 
commented  that  the  regulations  have 
become  too  prescriptive.  The  method  of 
attaining  the  required  level  of 
performance  should  be  established  by 
each  community  and  described  in  its 
plan.  HUD  should  become  prescriptive 
only  in  instances  where  there  is 
evidence  that  citizens  are  not  being 
adequately  involved. 

Two  commentors  favored 
standardizing  CP  requirements  for  all 
CDBG  programs,  including  entitlement, 
while  one  favored  applying  the 
provisions  of  §  570.303  to  Ae  Single 
Purpose  Program.  Eight  commentors 
stated  that  the  present  guidelines  for  the 
CP  are  effective,  while  nine  stated  that 
the  CP  regulations  should  be  the  same 
for  Single  Purpose  and  Comprehensive 
Grant  applicants. 

These  issues  have  been  resolved  by 
the  proposed  regulations  that  apply  to 
all  applicants.  'The  new  requirements 
follow  the  Single  Purpose  regulations  for 
citizen  participation  currently  in  effect, 
with  only  a  few  additions.  The 
Entitlement  Grants  program  is  a  more 
complex  program,  and  CP  regulations 
applying  to  that  program  are  of 
necessity  more  complex,  and  are  not 
addressed  by  this  proposed  rule. 

One  respondent  recommended  that 
jurisdictions  which  make  affirmative 
efforts  in  the  conduct  of  their  CP 
activities  should  be  given  bonus  points 
in  the  rating  system.  While  HUD 
certainly  wishes  to  encourage  good  CP, 
the  objective  of  citizen  involvement  is 
best  reflected  in  the  results,  more 
effective  projects,  and  better  community 
relations.  Additionally,  affirmative 
citizen  participation  efforts  would  be 
very  difficult  to  judge  fairly  in  Swarding 
points. 

One  commentor  favored  elimination 
of  the  CP  plan.  The  Statute  however, 
requires  a  written  CP  plan  which  is  to  be 
followed  in  the  development  of  small 
cities  preapplications/applications,  and 
in  implementation  and  assessment  of 
the  program.  In  addition,  HUD  supports 
citizen  participation  and  believes  the 
process  will  have  significant  and 
positive  effects  in  assuring  that  the 
proposed  programs  and  their 
implementation  will  address  the  needs 
of  the  Statutorily  intended  beneficiaries. 

One  commentor  wanted  "adequate 
information"  and  "adequate  opportunity 
to  participate”  defined.  HUD  believes 
that  prescriptive  defintions  of  these 
terms  would  unreasonably  limit  the 


flexibility  of  many  local  governments  to 
effectively  carry  out  meaning  CP.  These 
terms  indicate  the  regulatory  direction 
commimities  must  follow,  but  the  terms 
themselves  only  take  on  meaning  and 
life  in  actual  application.  Area  Office 
staff  can  provide  additional  direction  in 
individual  or  specific  circumstances. 

One  respondent  suggested  CP  should 
be  more  specific  about  outreach 
activities  to  involved  and  increase 
participation  by  low  income  and 
minority  persons,  while  another 
recommended  specifying  CP  procedures 
to  recruit  low-  and  moderate-income 
persons  to  plan,  develop,  implement  and 
assess  strategies  for  projects,  with  a 
detailed  plan  for  involvement  and 
participation  of  beneficiaries.  Paragraph 
(b)(2)  requires  the  solicitation  of  views 
and  proposals  of  citizens,  with  emphasis 
on  involvement  of  low-  and  moderate- 
income  persons,  members  of  minority 
groups,  and  residents  of  blighted  areas 
where  activities  are  proposed  or 
ongoing. 

One  respondent  opposed  weakening 
the  CP  requirements  imposed  on 
Comprehensive  Program  applicants. 

This  was  not  HUD’s  intent,  nor  do  we 
feel  that  we  have  made  the  requirements 
weaker,  as  the  commentor  cautioned 
against.  Rather  we  feel  the  basic 
framework  is  more  clearly  spelled  out  in 
these  proposed  regulations. 

Three  respondents  saw  a  need  for 
greater  technical  assistance  for  CP;  one 
suggested  that  city  staff  and/or  other 
resomces  be  available  upon  request  for 
technical  assistance.  Paragraph  (b)(3) 
requires  the  provisions  of  technical 
assistance  to  citizens  and  citizen 
organizations,  where  requested. 
However,  the  regulations  permit  the 
applicant  to  decide,  given  its  resources, 
what  form  the  assistance  shall  take. 

One  respondent  favored  a 
requirement  in  the  Single  Purpose 
Program  for  an  adequate  notice  of  public 
hearing.  Paragraph  (b)(4)  addresses  the 
provisions  of  adequate  notice  of  public 
hearings. 

Two  commentors  suggested  that 
applicants  should  only  have  one  hearing 
at  the  full  application  stage,  while  four 
opposed  public  hearings  after  the 
preapplication  stage  u^ess  the  project 
description  or  location  changes 
substantially.  One  favored  strengthening 
CP  at  the  final  application  stage  by 
enumerating  specific  actions  that  are  to 
be  accomplished,  including  the  number 
of  meetings  to  be  held,  topics  to  be 
covered  or  discussed,  and  the  type  of 
information  to  be  published  concerning 
the  applications. 

HUD  has  weighed  these  comments 
with  its  experience  in  attempting  to 
assure  meaningful  CP.  The  proposed 
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rule  requires  two  public  hearings  each  at 
the  preapplication  stage  and  the 
application  stage,  in  paragraph  (bK6]. 
Public  comments  and  views  must  be 
solicited  and  citizens  involved  at  all  . 
stages  of  the  process.  Full  public  access 
to  program  records  and  information  is 
provided  for  at  paragraph  (b](7). 

Citizen  advisory  boards  should  be 
required  with  the  majority  of  members 
representative  of  the  jurisdiction’s  low 
and  moderate  income  target  areas,  one 
commentor  suggested.  Paragraph  (b)(ll) 
provides  for  substantial  representation 
by  low-  and  moderate-income  persons 
and  minorities  on  any  advisory 
committee,  where  one  has  been 
established. 

Citizen  advisory  boards  are  not 
mandated,  but  where  they  are 
organized,  low-  and  moderate-income 
persons  and  minorities  must  be 
substantially  represented,  as  stated  in 
paragraph  (b)(ll). 

HUD  encoiu^ges  communities  to 
consider  creating  advisory  boards 
where  their  existence  would  make  the 
process  more  meaningful,  but  feels  it 
would  be  unwise  to  mandate  advisory 
boards. 

One  conunentor  favored  elimination 
of  the  requirement  that  a  multiyear 
grantee  hold  a  hearing  for  subsequent 
applications  under  a  multiyear 
commitment  if  the  program  was  not 
altered.  Two  commentors  favored  one 
presubmission  hearing  each  year  to 
review  the  performance  and  solicit 
public  commentary  with  respect  to  new 
programs  and/or  possible  amendments 
to  existing  programs.  Paragraph  (c)(iii) 
provides  for  at  least  one  public  hearing 
for  the  second  and/or  third  year 
submissions  under  a  multiyear 
commitment. 

Paragraph  (c)(5)  details  the  conditions 
under  which  citizens  may  submit 
objections  to  HUD  approval  of  a 
preapplication  or  application.  Paragraph 
(c)(6)  provides  for  citizens  to  submit 
comments  to  the  HUD  Area  Office 
concerning  the  applicant’s  failure  to 
comply  with  CP  requirements. 

In  sununary,  HUD  believes  that  these 
new  regulations  are  clearer  and  have 
structured  a  reasonable  balance 
between  prescribing  requirements  in  the 
process  and  encouraging  local  creativity 
in  meeting  individual  circumstances  to 
make  citizen  participation  meaningful. 

Section  570.432  Single  purpose  grants 
for  imminent  threat  to  public  health  or 
safety. 

Paragraph  (c)  has  been  changed  to 
delete  the  requirement  for 
environmental  reviews  for  Single 
Purpose  applications  which  are  for 
imminent  threat  to  the  public  health  or 


safety,  in  accordance  with  the 
provisions  of  the  environmental 
regulations  at  24  CFR  58.21(b)(6). 

One  commentor  stated  that  applicants 
ought  to  know  and  be  able  to  contact 
directly  the  “appropriate  authority.’’  The 
“appropriate  authority”  will  vary 
depending  on  the  applicants’s  State  and 
its  problem.  HUD  Area  Offices  are  able 
to  provide  this  information. 

Section  570.433  HUD  review  and 
actions  on  full  applications  for  single 
purpose  and  comprehensive  grants. 

Paragraph  (b)(2).  Criteria  for 
conditional  approval,  has  been 
expanded  to  incorporate  S  570.311(f)  (1) 
and  (2).  However,  an  applicant  for  a 
Small  Cities  Program  grant  that  has  not 
met  the  capacity  and  performance 
criteria  of  S  570.423(c)  would  not  be 
selected  for  funding;  dierefore 
§  570.311(f)(3)  is  inappropriate  to  the 
Small  Cities  l^ogram  and  has  not  been 
included  in  this  section. 

Paragraph  (b)(3).  Criteria  for 
disapproval  of  an  application,  has  been 
expanded  to  incorporate  S  570.311(c). 
Section  570.311(c)(2)(ii)  deals  with  the 
requirement  that  the  application  must 
address  deteriorated  housing  in  at  least 
one  concentrated  area.  This  requirement 
is  not  appropriate  for  all  Small  Cities 
applicants,  and  has  not  been  included  in 
this  section. 

Paragraph  (b)(3)(i)  is  added  and 
provides  for  disapproval  of  an 
application  if  information  obtained 
based  on  a  field  review  or  from  other 
sources  requires  rerating  of  a 
preapplication  and  results  in  a  rating  no 
longer  sufficiently  high  to  warrant 
approval  when  compared  with  other 
preapplications  in  the  competition. 

The  reference  to  §  570.302(b)(2) 
contained  in  §  570.311(c)(2)(iii)  has  been 
changed  to  §  570.420(k)  in  paragraph 
(b)(3)(iii)(B)  to  meet  ffie  requirements  of 
the  Small  Cities  Program  dealing  with 
benefit  to  low-  and  moderated-income 
persons. 

One  respondent  to  the  ANPR  favored 
allowing  preparation  costs  of 
preapplications  as  eligible  expenditures. 
Paragraph  (b)(4).  Letter  to  proceed, 
authorizes  the  applicant  to  incur  costs 
for  certain  activities.  The  Housing  and 
Community  Development  Act  of  1974,  as 
amended,  does  not  authorize 
preparation  costs  of  a  preapplication  as 
an  eligible  expenditure. 

Section  570.434  Program  amendments 
for  single  purpose  and  comprehensive 
grants. 

Paragraph  (b)(1).  Comprehensive 
Grant,  has  been  expanded  to 
incorporate  the  referenced  conditions  in 
§  570.312(b)  whereby  an  applicant  must 


request  HUD  approval  for  amendments 
to  its  Housing  Assistance  Plan. 

Two  commentors  suggested  that  this 
section  be  clarified  so  that  an  applicant 
can  better  understand  what  constitutes 
an  amendment  and  in  what  manner  the 
activities  and  budget  figures  can  be 
revised.  HUD  wishes  to  retain  flexibility 
at  the  Area  Office  level  to  deal  with  the 
wide  variety  of  changes  facing  grantees. 
Grantees  are  encouraged  to  contact 
their  Area  Offices  in  specific  cases. 

Section  570.435  Modified  OMB 
circular  No.  A-95 procedures  for  the 
small  cities  program. 

Eight  respondents  would  support 
elimination  of  concurrent  submission  of 
the  preapplication  and  require  its 
submission  to  clearinghouses 
approximately  30  days  prior  to  its 
submission  to  HUD. 

To  provide  for  submission  of  a 
preapplication  to  clearinghouse  review 
prior  to  submission  to  HUD  would 
require  addition  of  a  minimum  of  60  ‘ 
days  to  allow  for  clearinghouse  review, 
response,  and  to  permit  time  for  the 
applicant  to  resolve  any  adverse 
comments.  This  would  add  a 
comparable  length  of  time  to  the  overall 
review  process,  and  further  delay  the 
process  of  getting  funds  to  selected 
applicants.  Section  570.435(a)(2)  urges 
the  applicant  to  contact  clearin^ouses 
early  in  the  preapplication  planning 
process  to  obtain  their  input.  This 
procedure,  in  conjunction  with  the 
provision  in  the  regulations  that  HUD 
will  not  make  a  decision  on  the 
preapplication  until  45  days  following 
preapplication  filing  deadline  allows  the 
clearinghouse  up  to  105  days  to  have  a 
substantial  impact  on  the  content  of  the 
preapplication. 

One  commentor  stated  that  some 
clearinghouses  gave  a  detailed  review  of 
projects  before  they  were  sent  to  HUD. 
often  eliminating  several  fi^m  the  HUD 
competition.  This  expanded  review  is 
not  the  case  for  all  clearinghouses  and 
consequently  has  the  effect  of 
“punishing”  some  of  its  member 
commimities  by  not  giving  blanket 
approvals  and  letting  HUD  make  a 
determination  as  to  whether  the 
community's  project  is  fundable. 

Negative  comments  by  a 
clearinghouse  do  not  preclude  an 
applicant  from  submitting  a 
preapplication  to  HUD.  However,  the 
applicant  must  state  what  action  it  plans 
to  take  as  a  result  of  adverse  comments 
by  the  clearinghouse,  as  reqired  by 
§  570.435(b)(3). 

A  phrase  has  been  added  to 
paragraph  (a)(2)  urging  applicants  to 
contact  the  appropriate  clearinghouse 
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during  the  early  planning  stages  of  the 
preapplication  and  application. 

Paragraph  (c),  ASS  procedures  for 
applications,  has  been  clarified  to 
include  a  reference  to  the  annual 
submission  of  a  multiyear  application. 

I.  To  reflect  the  changes  in  paragraph 
headings,  the  Table  of  Contents  for  Part 
§  570,  Subpart  F,  is  amended  to  read  as 
follows: 

Subpart  F— Small  CKIes  Program 

Sec. 

570.420  General. 

570.421  Preapplications  and  applications  by 
States  and  counties;  joint  preapplications 
and  applications. 

570.422  State  participation.  [Reserved] 

570.423  Comprehensive  Grant  program 
general  requirements. 

570.424  Selection  system  for  comprehensive 
grants. 

570.425  Preapplications  for  comprehensive 
grants. 

570.426  Applications  for  comprehensive 
grants. 

570.427  Single  Purpose  Grant  program 
general  requirements. 

570.428  Selection  system  for  single  purpose 
grants. 

570.429  Preapplications  for  single  purpose 
grants. 

570.430  Applications  for  single  purpose 
grants. 

570.431  Citizen  participation  requirements 
for  Comprehensive  and  Single  Purpose 
Grants. 

570.432  Single  purpose  grants  for  imminent 
threat  to  public  health  or  safety. 

570.433  HUD  review  and  action  on  full 
applications  for  single  purpose  and 
comprehensive  grants. 

570.434  Program  amendments  for  single 
purpose  and  comprehensive  grants. 

570.435  Modified  Circular  No.  A-95 
procedures  for  the  Small  Cities  Program. 

II.  Part  570,  Subpart  F  is  proposed  to 
read  as  follows; 

Subpart  F— Small  Cities  Program 

§570.420  General. 

(a)  Scope  and  Applicability.  This 
Subpart  describes  the  Small  Cities 
Program's  policies  and  procedures. 

Funds  for  this  Program  are  those 
provided  through  the  metropolitan  and 
nonmetropolitan  balances  described  in 
§  570.104(c]  in  Subpart  B  of  this  Part. 
Except  as  modified  in  this  Subpart,  the 
policies  and  procedures  set  forth  in 
Subparts  A,  B,  C,  J,  K,  and  O  of  this  Part, 
as  well  as  those  Sections  of  Subpart  O 
of  this  Part  which  are  specifically  cited 
in  this  Subpart,  apply  to  the  Small  Cities 
Program.  ITie  HUD  Environmental 
Review  Procedures  contained  in  24  CFR 
Part  58  also  apply  to  this  Subpart. 

(b)  Program  Objectives.  The  Small 
Cities  Program  provides  grants  to  States 
and  units  of  general  local  government  in 
both  metropolitan  and  nonmetropolitan 


areas  to  undertake  the  same  community 
development  activities  as  may  be 
funded  in  the  entitlement  grant  program. 
The  Small  Cities  Program,  however,  is 
competitive  in  nature  and  the  demand 
for  hmds  far  exceeds  the  amount 
available.  Therefore,  eligible  applicants 
selected  for  funding  will  be  those 
communities  having  the  greatest  need  as 
evidenced  by  poverty  and  whose 
applications  most  adequately  address 
locally-determined  needs  of  low-  and 
moderate-income  persons,  consistent 
with  one  or  more  of  the  following 
purposes. 

(1)  Support  realistic  and  attainable 
strategies  for  expanding  low-  and 
moderate-income  housing  opportunities; 

(2)  Promote  expansion  of  housing 
choice  for  low-  and  moderate-income 
families  outside  areas  of  minority  and 
low-  and  moderate-income 
concentrations; 

(3)  Promote  more  rational  land  use; 

(4)  Provide  increased  economic 
opportunities  for  low-  and  moderate- 
income  persons; 

(5)  Correct  deficiencies  in  public 
facilities  which  affect  the  public  health 
or  safety,  especially  of  low-  and 
moderate-income  persons. 

(c)  Eligible  applicants.  Eligible 
applicants  are  States  and  units  of 
general  local  government,  excluding 
metropolitan  cities,  urban  counties,  units 
of  government  which  are  participating  in 
urban  counties  or  metropolitan  cities, 
even  if  only  part  of  the  participating  unit 
of  government  is  located  in  the  urban 
county  or  metropolitan  city,  and  Indian 
tribes  eligible  for  assistance  under 
Section  107(a)(7)  of  the  Act.  An 
application  may  be  submitted 
individually,  jointly,  or  by  a  county  or 
State  in  behalf  of  other  units  of  general 
local  government. 

(d)  Types  of  grants.  Recognizing  that 
needs  of  communities  vary  widely,  the 
Small  Cities  Program  has  two  types  of 
grants — Comprehensive  and  Single 
Purpose. 

(e)  Distribution  of  funds  between 
Comprehensive  Grants  and  Single 
Purpose  Grants.  Within  both  the 
metropolitan  and  nonmetropolitan 
balances  for  each  Area  Office’s 
jurisdiction,  25  to  35  percent  of  the  funds 
are  reserved  for  Single  Purpose  Grants, 
with  the  remainder  reserved  for 
Comprehensive  Grants.  Exceptions  to 
these  percentages  may  be  made  where 
there  is  insufficient  demand  for 
Comprehensive  Grants  to  justify  a  65 
percent  reservation  or  where  the 
demand  for  Comprehensive  Grants 
justiHes  a  reservation  of  more  than  75 
percent.  In  determining  the  demand  for 
Comprehensive  Grants,  the  Area  Office 
shall  consider  the  quality  of  projects. 


based  on  application  of  the  selection 
criteria  contained  in  these  regulations. 

(f)  Size  of  grants.  (1)  Ceilings  within 
the  metropolitan  and  nonmetropolitan 
areas  of  each  Area  Offices’s  jurisdiction. 
HUD  may  establish  general  ceilings  per 
applicant  for  both  Single  Purpose  and 
Comprehensive  Grants  Separate  ceilings 
may  be  established  for  Comprehensive 
Grants  with  multiyear  commitments,  or 
joint  applications,  or  for  applications  in 
behalf  of  other  units  of  government. 

(2)  Individual  grant  amounts.  Both 
Single  Purpose  and  Comprehensive 
Grants  for  specific  grantees  will  be 
provided  in  amounts  commensurate 
with  the  size  of  the  applicant  and  the 
applicant’s  program.  In  determining 
appropriate  grant  amoimts  for  each 
applicant.  HUD  may  consider  an 
applicant’s  population,  need,  proposed 
activities,  ability  to  carry  out  the 
propose  program,  and  previous  funding 
levels. 

(g)  Restrictions  on  applying  for  grants. 
Each  unit  of  general  local  government, 
except  counties,  may  apply  for  a 
Comprehensive  or  a  Sin^e  Purpose 
Grant,  but  not  both,  in  each  fiscal  year. 
As  described  in  §  570.421,  a  State  or  a 
coimty  may  apply  for  two  grants,  one 
Single  Purpose  and  one  Comprehensive, 
if  one  or  both  of  the  applications  are  in 
behalf  of  one  or  more  units  of  general 
local  government  within  its  jurisdiction. 
In  ea^  fiscal  year,  each  unit  of  general 
local  government  except  counties,  may 
by  included  in  only  one  application, 
either  individual,  joint  or  as  part  of  a 
county  or  State  application  in  its  behalf. 
In  addition,  applicants  may  apply  for 
imminent  threat  grants,  as  described  in 

§  570.432.  A  preapplication  for  a 
Comprehensive  Grant  which  does  not 
meet  the  definition  of  a  comprehensive 
program  may  be  considered  for  a  Single 
Purpose  Grant. 

(h)  Method  of  selecting  grantees. 

(1)  HUD  has  established  national 

selection  and  rating  systems  for  both 
Comprehensive  and  Single  Purpose 
Grants  which  identify  the  criteria  used 
in  selecting  among  applicants. 
Preapplications  are  required  for  both 
types  of  grants.  These  are  divided  into 
metropolitan  and  nonmetropolitan  pools 
for  both  types  of  grants  and  rated  and 
ranked  pursuant  to  §§  570.424  and 
570.428,  respectively.  Applicants  must 
include  sufficient  information  in  the 
preapplication  to  permit  HUD  to  rate  the 
preapplication  against  the  various 
selection  criteria  (except  the  needs 
factors  described  in  §  570.424  (a)  and  (b) 
and  in  §  570.428  (a)  and  (b)),  and  must 
advise  HUD  of  the  source  of  information 
and  the  method  used  to  compile  the 
information  for  the  preapplication. 
Existing  sources  of  information,  such  as 
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areawide  analyses.  State  plans  or  needs 
assessments  and  data  from  the  Bureau 
of  the  Census,  should  be  used  whenever 
possible.  Local  surveys  may  be 
necessary  to  document  the  information 
submitted  in  the  preapplication. 
Decisions  made  by  HUD  in  selecting 
grantees  are  documented  and  made 
available  to  the  general  public  upon 
request 

(2)  HUD  shall  establish  deadlines  for 
submission  of  preapplications  by 
publication  of  a  Notice  in  the  Federal 
Register. 

(i)  Data.  Data  used  in  this  Subpart 
with  respect  to  the  needs  factors 

(§  570.424(aHb)  and  $  570.428(aHb])  is 
from  the  United  States  Bureau  of  the 
Census.  HUD  uses  the  most  recent 
Census  data  which  is  consistent  as  of 
the  same  point  or  period  in  time  for  all 
data  elements  in  each  needs  factor  and 
which  can  be  applied  to  all  potential 
applicants  in  the  nonmetropolitan  or 
metropolitan  areas  of  the  State.  To  be 
included  in  the  data  compilations, 
geographic  information  (such  as  new 
incorporations,  consolidations  of 
governments,  annexations,  and  other 
boundary  changes)  related  to  this  data 
must  be  available  to  the  bureau  of  the 
Census  90  days  prior  to  the  beginning  of 
the  fiscal  year  for  which  the 
preapplication  is  submitted.  However,  a 
HUD  Regional  office  may  authorize  the 
use  of  updated  data  developed  by  a 
State  agency  for  the  entire 
nonmetropolitan  area  or  all 
metropolitan  areas  of  the  State  in  lieu  of 
Federal  census  data  if  the  following 
criteria  are  met: 

(1)  The  data  have  been  updated  in 
such  a  manner  that  they  can  be  applied 
to  all  potential  applicants  in  the 
nonmetropolitan  or  metropolitan  areas 
of  a  State: 

(2)  The  data  are  generally  available 
and  can  be  verified  by  HUD; 

(3)  The  data  can  be  submitted  in  a 
usable  form  no  later  than  30  days  prior 
to  the  deadline  for  submission  of 
preapplications. 

(j)  Previous  audit  findings  and 
outstanding  monetary  obligations.  HUD 
shall  not  accept  a  preapplication  from 
an  applicant  or  a  preapplication  in 
behalf  of  a  unit  of  general  local 
government  that  has  an  outstanding 
audit  finding  for  any  HUD  program  or 
has  an  outstaning  monetary  obligation 
to  HUD.  Waivers  to  this  prohibition  may 
be  provided  by  the  Regional 
Administrator,  but  in  no  instance  shall  a 
waiver  be  provided  when  funds  are  due 
HUD,  unless  a  satisfactory  arrangement 
for  repayment  of  the  debt  has  been 
made. 

(k)  Program  Design.  The  program  as  a 
whole  must  principally  benefit  low-  and 


moderate-income  persons  and  directly 
impact  on  the  applicant’s  needs.  In 
addition,  the  selection  process  of  the 
Small  Cities  Program  is  heavily 
weighted  toward  those  programs  which 
have  the  greatest  benefit  to  low-  and 
moderate-income  persons.  All  activites 
contained  within  such  programs  must 
either  benefit  low-  and  mc^erate  income 
persons,  or  aid  in  the  prevention  or 
elimination  of  slums  or  blight,  or  meet 
other  community  development  needs 
having  a  particular  urgency. 

§  570.421  Preapplications  and 
appiicatlons  by  States  and  counties;  Joint 
preappiications  and  applications. 

(a)  General.  A  State  or  a  county  may 
apply  for  two  grants,  one  Single  Purpose 
and  one  Comprehensive,  if  one  or  both 
of  the  applications  are  in  behalf  of  one 
or  more  units  of  general  local 
government  within  its  jurisdiction.  For 
purposes  of  this  section,  the  term 
“county”  does  not  include  urban 
counties. 

(b)  Preapplications  and  applications 
in  behalf  of  others.  A  State  or  county 
which  submits  a  preapplication  and 
application  in  behalf  of  one  or  more 
units  of  government  shall  execute  a 
written  cooperation  agreement  between 
itself  and  each  participating  unit  of 
government.  The  agreement  must  be 
submitted  with  the  preapplication. 

The  purpose  of  the  cooperation 
agreement  is  to  delineate  the 
responsibilities  and  authorities  of  the 
State  or  county  applicant  and  the 
participating  unit  of  government  with 
respect  to  the  Small  Cities 
preapplication,  application,  and  grant. 
The  agreement  must  be  approved  in 
accordance  with  local  law  and  provide 
that  the  State  or  county  and  the 
participating  unit  will  cooperate  in 
undertaking  the  grant  program,  including 
implementing  the  Housing  Assistance 
Plan  and  the  certifications  submitted 
with  the  application.  The  agreement 
may  include  other  responsibilities  and 
obligations  to  which  the  State  or  county 
applicant  and  the  participating  unit  of 
government  agree.  Hie  State  or  coimty 
applicant  is  responsible  for  ensuring 
compliance  with  all  laws,  regulations, 
and  Executive  Orders  applicable  to  the 
Community  Development  Block  Grant 
program. 

(c)  Joint  preapplications  and 
applications.  Units  of  general  local 
government,  including  counties,  may 
submit  a  joint  preapplication  and 
application  which  addresses  common 
problems  faced  by  the  jurisdictions.  A 
joint  preapplication  and  application 
must  address  a  common  problem,  the 
solution  to  which  requires  the  mutual 
action  of  the  joint  applicants. 


A  joint  preapplication  and  application 
must  be  pursuant  to  a  written 
cooperation  agreement  submitted  with 
the  preapplication.  The  purpose  and  the 
content  of  this  cooperation  agreement  is 
the  same  as  described  in  §  570.421(b).  In 
addition,  this  cooperation  agreement 
must  authorize  one  of  the  participating 
units  of  governments  to  act  as  the 
applicant  which  will  submit  the 
preapplication  and  application  to  HUD. 

(d)  Limits  on  applying  for  assistance. 
A  unit  of  general  local  government 
included  in  a  preapplication  and  an 
application  submitted  by  a  State  or 
county  in  its  behalf,  or  included  in  a 
joint  preapplication  and  application, 
may  not  otherwise  apply  for  assistemce 
under  this  Subpart. 

(e)  Data  considerations.  With  respect 
to  a  coimty  or  State  preapplication  in 
behalf  of  itself,  data  used  to  rate  the 
needs  factors  (§  570.424(a)-(b)  and 

§  570.428(a)-(b))  is  that  of  the  entire 
unincorporated  area  of  the  county  or 
counties  in  which  activities  are  to  take 
place.  However,  HUD  may  use  data  at 
the  town  or  township  level  where  it  is 
available  for  unincorporated  areas  and 
is  applied  to  all  counties  in  the 
nonmetropolitan  or  metropolitan  areas 
in  the  State.  If  the  applicant  proposes 
activities  in  a  metropolitan  city  or  an 
urban  county,  data  from  the  entire 
unincorporated  area  of  the  applicant  is 
used.  Data  from  the  metropolitan  city  or 
urban  county  is  not  used.  With  respect 
to  a  county  or  State  preapplication  in 
behalf  of  an  incorporated  place,  data 
from  the  incorporated  place  is  used  to 
rate  the  needs  factors.  When  a 
preapplication  is  in  behalf  of  more  than 
one  other  unit  of  government  data  from 
each  is  aggregated. 

For  joint  preapplications,  data  firom 
each  participating  unit  is  aggregated. 

(f)  Housing  Assistance  Plans. 

(1)  If  there  is  a  HUD-approved 
Housing  Assistance  Plan  for  a  unit  of 
general  local  government  in  which  the 
State  or  county  intends  to  carry  out 
activities,  the  State  or  county  may 
satisfy  its  Housing  Assistance  Plan 
requirements  by  indicating  its  support  of 
the  existing  plan. 

(2)  For  joint  applications  and 
applications  in  behalf  of  units  of  general 
local  government,  the  Housing 
Assistance  Plan  (HAP)  must  relate  to 
each  unit  of  government  in  which 
activities  are  to  be  carried  out.  The  plan 
must  be  adopted  by  each  unit  of  general 
local  government  included  in  the 
application  and  must  be  consistent  with 
any  other  HAP  applicable  to  these 
jurisdictions. 

(g)  Activities  outside  an  applicant’s 
boundaries.  Applicants  may  conduct 
eligible  block  grant  activities  outside 
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their  boundaries  provided  that 
nonmetropolitan  funds  may  only  be 
used  in  nonmetropolitan  areas,  and 
metropolitan  funds  may  only  be  used  in 
metropolitan  areas.  These  activities 
must  be  demonstrated  to  be  appropriate 
to  meeting  the  applicant’s  needs  and 
objectives  and  must  be  consistent  with 
State  and  local  law.  This  provision 
includes  using  funds  provided  imder  this 
Subpart  in  a  metropolitan  city  or  an 
urban  county. 

§  570.422  State  participation.  [Reserved) 

8  570.423  Comprehensive  Grant  program, 
general  requirements. 

(a)  Definition.  A  comprehensive 
program  must  meet  all  of  the  following 
criteria: 

(1)  Address  a  substantial  portion  of 
the  identifiable  community  development 
needs  within  a  defined  concentrated 
area  or  areas; 

(2)  Involve  two  or  more  activities  that 
bear  a  relationship  to  each  other, 
excluding  administration,  planning,  and 
management,  and  which  either  in  terms 
of  support  or  necessity  are  carried  out  in 
a  coordinated  manner; 

(3)  Have  beneficial  impact  within  a 
reasonable  period  of  time;  and 

(4)  Be  developed  through  assessment 
of  the  applicant's  commimity 
development,  housing,  and  economic 
needs. 

Exceptions  to  the  requirement  that  the 
activities  be  concentrated  within  a 
defined  area  or  areas  may  be  made  if 
the  applicant  can  demonstrate  to  HUD’s 
satisfaction  that  the  proposal  represents 
a  resonable  means  of  addressing  the 
needs  identified. 

(b)  Funding  Commitments. 

(1)  HUD  may  make  commitments  of 
up  to  three  years  for  a  Comprehensive 
Grant  program,  subject  to  the 
availability  of  appropriations.  In 
determining  the  number  of  years  for 
which  a  commitment  is  made.  HUD 
shall  consider  the  nature  of  the  program 
proposed,  the  previous  performance  of 
the  applicant,  including  both  community 
development  and  housing:  the  capacity 
of  the  applicant  to  carry  out  the  program 
proposed:  the  scheduling  of  the  program: 
and  the  year-by-yea'r  fund  requirements. 
Special  consideration  for  funding 
commitments  beyond  one  year  are  given 
to  those  applicants  currently  carrying 
out  a  Comprehensive  Grant  program 
and  subject  to  the  hold-harmless  phase 
out  provisions  of  Section  106(h)  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended. 

(2)  Grant  requests  either  by 
themselves  or  in  combination  with  other 
stated  funding  sources,  must  be 


sufficient  to  complete  the  program 
described. 

(3)  Once  an  applicant  is  selected  for  a 
midtiyear  commitment  and  funds  are 
available,  it  does  not  compete  in  the 
selection  process  for  funding  during 
subsequent  years  of  its  commitment. 
Fimds  are  provided  in  the  subsequent 
fiscal  years  aften 

(i)  Ilie  grantee  submits  the  annual 
submission  of  a  multiyear  application 
described  in  8  570.4^i),  induding  an 
assessment  of  its  performance  for  each 
prior  grant  which  addresses  the  capacity 
and  performance  considerations 
described  n  8  S70.423(c),  and  HUD 
determines  that  the  annual  program  is 
consistent  with  that  described  in  the 
original  application  or  has  been  properly 
amended  pursuant  to  8  570.434. 

(ii)  HUD  determines  that  the  grantee’s 
performance  is  adequate.  Performance 
determinations  are  based  on  the  criteria 
described  in  8  570.423(c). 

(iii)  HUD  approves  Ae  application 
under  the  provisions  of  8  570.433. 

(c)  Capacity  and  performance: 
threshold  considerations  for  grant 
approval.  No  grant  is  made  to  an 
applicant  that  lacks  the  capadty  to 
undertake  the  proposed  program.  In 
addition,  applicants  which  have 
participated  in  the  Block  Grant  Program 
previously  must  have  performed 
adequately.  Performance  and  capacity 
determinations  are  made  as  of  the  date 
the  preapplication  is  due  in  the  Area 
Office  and  may  be  the  basis  for 
disapproving  or  rejecting  a 
preapplication  from  further 
consideration.  In  determining  whether 
an  applicant  has  performed  adequately, 
HUD  examines  the  applicant’s 
performance  in  the  following  areas: 

(1)  Community  development 
activities.  Compared  with  the 
applicant’s  schedule  or  schedules 
submitted  in  each  previously  funded 
application: 

(1)  The  rate  of  progress  achieved  in 
moving  activities  into  execution;  and 

(ii)  The  rate  of  expenditure  and 
obligation  of  community  development 
funds. 

(2)  Housing  assistance,  (i)  The  actual 
progress  achieved  in  meeting  goals 
established  under  an  approved  Housing 
Assistance  Plan; 

(ii)  Absent  achievment  of  such  goals, 
the  actions  taken  by  the  community  to 
facilitate  the  provision  of  housing 
assistance  for  low-  and  moderate- 
income  persons,  such  as: 

(A)  Removal  of  impediments  such  as 
restrictive  zoning  or  building  codes: 

(B)  Changes  in  land  use  to  facilitate 
construction; 

(C)  Provision  of  sites  and/or 
necessary  infira-structure; 


(D)  Organization  of  a  housing 
authority  or  other  similar  entity; 

(E)  Development  of  a  Section  701  land 
use  or  housing  element 

(3)  Compliance  with  opplicaMe  laws 
and  regulations,  (i)  The  applicant’s 
compliance  with  the  laws,  regulations, 
and  Executive  Orders  applicable  to  the 
Community  Development  Block  Cfrant 
program; 

(ii)  Resolution  of  findings  made  as  a 
result  of  HUD  monitoring;  and 

(iii)  Resolution  of  audit  findings. 

8  570.424  Selection  system  for 
comprehensive  grants. 

Preapplications  are  rated  and  scored 
against  each  of  the  following  eight 
factors.  All  points  for  each  factor  are 
rounded  to  Ae  nearest  whole  number. 
The  maximum  score  possible  is  1000 
points. 

PokriB 

(a)  Need— absokJla  number  of  poMt^peraon>«_ 

(b)  Need— perceni  of  povorty  persons _ 

(c)  Program  (actor— impact  of  the  proposed  pro¬ 
gram - - - - 

(d)  Benefit  to  low-  and  moderate' incoma  paraona _ 

(e)  Performance; 

Housing . . 

Local  squal  opportunity  efforts - - - 

(f)  Areawide  Hou^ng  Opportunity  Plan  (AHOP).__. 

Hold-liarmless  phaseout  communities _ 

(h)  State's  rating - 

Preapplications  from  counties  in  behalf 
of  themselves,  States  in  behalf  of 
themselves  or  in  behalf  of  coimties,  or 
joint  preapplications  in  which  a  county 
is  participating,  are  socred  separately 
with  respect  to  the  needs  factors  of 
8  570.424(a)-(b). 

(a)  Need— absolute  number  of  poverty 
persons  (100  points).  All  applicants  are 
compared  in  terms  of  the  number  of 
persons  whose  incomes  are  below  the 
poverty  level  Individual  scores  are 
obtained  by  dividing  each  applicant’s 
absolute  munber  of  persons  in  poverty 
by  the  greatest  number  of  persons  in 
poverty  of  any  applicant  and  multiplying 
by  100. 

(b)  Need— percent  of  poverty  persons 
(50  points).  All  applicants  are  compared 
in  terms  of  the  percentage  of  their 
population  below  the  poverty  level. 
Individual  scores  are  obtained  by 
dividing  each  applicant’s  percentage  of 
persons  in  poverty  by  the  highest 
percentage  of  persons  in  poverty  of  any 
applicant  and  multiplying  by  50. 

(c)  Program  factor— in^ct  of  the 
proposed  program  (400 points).  Each 
applicant  shall  select  four  program 
design  criteria  from  among  the  following 
eleven.  HUD  shall  measiu'e  the  impact 
of  the  program  on  low-  and  moderate- 
income  persons  for  each  of  the  program 
design  criteria  selected,  based  on  the 
results  to  be  achieved  in  relation  to  the 
amoimt  of  funds  requested,  the  number 
of  persons  to  benefit  from  the  program, 
the  nature  of  the  benefit,  additional 
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actions  that  may  be  necessary  to  fully 
resolve  the  need,  previous  actions  taken 
by  the  applicant  to  address  the  need, 
whether  displacement  will  be  involved 
and  what  steps  will  be  taken  to 
minimize  involuntary  displacement  and 
to  mitigate  its  adverse  effects  or  related 
hardsUps,  environmental 
considerations,  and  where  appropriate, 
site  selection  standards.  Each  applicant 
must  use  specific  measurable  terms  to 
explain  how  its  program  benefits  low- 
and  moderate-income  persons. 

(1)  Program  design  criteria. 

(1]  Supports  comprehensive 
neighborhood  conservation, 
stabilization,  and/or  revitalization. 

(ii)  Provides  housing  choice  on  a 
regional  basis;  or  implements  a  HUD- 
approved  Areawide  Housing 
Opportunity  Plan. 

(iii)  Provides  housing  choice  within 
the  community  which  is  outside  areas 
with  concentrations  of  minorities  and 
low-  and  moderate-income  persons. 

(iv)  Supports  the  expansion  of  housing 
by  providing  additional  standard 
housing  units  not  previously  available. 

(v)  Addresses  a  serious  deficiency  in 
a  community's  public  facilities. 

(vi)  Expands  or  retains  employment 
opportunities. 

(vii)  Attracts  or  retains  businesses 
which  provide  essential  services. 

(viii)  Removes  slums  or  blighted 
conditions. 

(ix)  Resolves  a  serious  threat  to  health 
or  safety. 

(x)  Supports  other  Federal  programs 
being  undertaken  in  the  community  or 
deals  with  the  adverse  impact  of  other 
recent  Federal  actions.  The  other 
Federal  program  or  action  must  be  of 
substantial  size  or  impact  in  the 
community  in  relation  to  the  proposed 
program. 

(xi)  Supports  energy  production  and 
conservation. 

(2)  Rating  and  ranking  methods.  This 
factor  requires  a  two-step  rating 
process.  First,  the  potential  of  the 
proposed  programof  activities  to  achieve 
the  results  intended  by  each  selected 
criterion  when  considered  in  relation  to 
other  communities  addressing  the  same 
criterion  is  assessed  and  a  numerical 
value  assigned,  based  on  the  following: 


The  results  would  have  insignificant  impact _  0 

The  results  would  have  minimal  impact _  S 

The  results  would  have  a  riwderate  impact . .  4 

The  results  would  have  a  substantial  impact _  S 


After  each  of  the  four  criteria  selected 
by  an  applicant  is  rated  and  values 
assigned,  the  total  is  added  (Program 
Impact  Score  Maximum  is  32).  Ilien,  the 
actual  points  are  determined  by  dividing 
each  applicant’s  Program  Impact  Score 
by  the  highest  Program  Impact  Score 


achieved  by  any  applicant  and 
multiplying  the  result  by  four  hundred. 

(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points).  All 
applicants  are  compared  in  terms  of  the 
percent  of  funds  benefitting  low-  and 
moderate-income  persons.  Determining 
the  percentage  of  funds  benefitting  low- 
and  moderate-income  persons  requires 
three  steps.  First,  the  amount  of  funds  to 
benefit  low-and  moderate-income 
persons  for  each  activity  is  determined 
by  dividing  the  number  of  low-  and 
moderate-income  persons  by  the  total 
number  of  persons  to  benefit  fi'om  the 
activity  and  multiplying  by  the  amount 
of  Small  Cities  Program  funds  requested 
for  that  activity.  Then,  these  amounts  for 
each  activity  are  added  and  divided  by 
the  total  amount  of  requested  Small 
Cities  Program  funds.  This  number 
multiplied  by  100  is  the  percentage  of 
funds  benefitting  low-  and  moderate- 
income  persons.  Costs  of  planning, 
management,  and  administration  may  - 
not  be  included  in  this  computation. 

HUD  obtains  individual  scores  by 
dividing  each  applicant’s  percentage  by 
the  highest  percentage  achieved  by  any 
applicant  and  multiplying  the  residts  by 
200.  The  appropriate  me^an  income 
amoimts  for  low-  and  moderate-income 
are  supplied  by  HUD.  Where 
appropriate,  HUD  may  modify  the 
geographic  area  used  in  the  definition  of 
low-  and  moderate-income  persons  at 
§  570.3  (o)  and  (p). 

(e)  Performance  in  housing  and  equal 
opportunity  (150  points) — (1)  Housing 
efforts  (100  points),  (i)  Fifteen  points  for 
each  of  the  following  criterion  are 
awarded  to  each  applicant  that 
demonstrates  outstanding  performance 
in: 

(A)  providing  housing  for  low-  and 
moderate-income  families  located  in  a 
manner  which  provides  housing  choice 
in  areas  outside  of  minority  and  low- 
and  moderate-income  concentrations:  or 
if  the  commimity  is  predominantly 
inhabited  by  persons  who  are  members 
of  minority  and/or  low-income  groups, 
HUD  shall  assess  the  extent  to  which 
Federally-assisted  housing  is  distributed 
throughout  the  community. 

(B)  integrated  occupancy  by  race  and 
ethnicity  in  assisted  housing  projects 
and,  if  the  applicant  has  a  Section  8 
Existing  Housing  Program,  evidence  of 
locational  choice  in  the  Section  8 
Existing  Housing  Program. 

(C)  active  enforcement  of  a  fair 
housing  ordinance  at  least  equivalent  in 
scope  and  coverage  to  Title  VIII  of  the 
Civil  Rights  Act  of  1968. 

(D)  implementation  of  a  HUD- 
approved  New  Horizons  Fair  Housing 
Assistance  Project  (or  demonstrated 
participation  in  a  HUD-approved 


county-State/regional  New  Horizons 
Project]  or  a  fair  housing  strategy  that  is 
equivalent  in  scope  to  a  New  Horizons 
Project. 

(ii)  Twenty  points  for  each  of  the 
following  criterion  are  awarded  to  each 
applicant  that  demonstrates  outstanding 
performance  in: 

(A)  meeting  its  large  family  housing 
assistance  needs  in  relation  to  that 
proportion  of  need. 

(B)  carrying  out  housing  assistance 
goals  fi’om  previous  HAP(s)  or,  if  the 
applicant  has  no  prior  HAP,  meeting  a 
significant  proportion  of  its  housing 
assistance  needs. 

(2)  Local  Equal  Employment  and 
Entrepreneurial  Efforts  (50 points),  (i) 
Twenty-five  points  are  awarded  to  each 
applicant  that  demonstrates  that  its 
percentage  of  minority  permanent,  full¬ 
time  employees  is  greater  than  the 
percentage  of  minorities  within  the 
county  for  nonmetropolitan  applicants, 
or  wi^in  the  SMSA  for  metropolitan 
applicants,  imless  the  percentage  of 
minority  population  in  the  commimity 
itself  exceeds  that  of  the  county  or 
SMSA,  in  which  case  minority 
employment  must  generally  reflect 
minority  population  of  the  commimity. 

(ii)  Twenty  points  are  awarded  to 
each  applicant  that  demonstrates  that  at 
least  five  percent  of  all  its  contracts 
based  on  dollar  value  have  been 
awarded  within  the  past  two  years  to 
minority  owned  and  controlled 
businesses,  providing  the  applicable 
percentage  of  minority  population  is  five 
percent  or  less.  If  the  applicable 
percentage  of  minority  population 
exceeds  five  percent,  then  the  applicant 
must  have  a  corresponding  percentage 
of  its  contracts  awarded  to  minority 
businesses;  however,  twenty  percent  of 
the  total  dollar  value  of  its  contracts 
awarded  to  minority  business  enterprise 
will  be  sufficient  for  award  of  points  for 
any  applicant.  The  applicable 
percentage  of  minority  population  is  the 
percentage  of  minorities  in  the 
applicant’s  jurisdiction,  or  in  the  county 
for  nonmetropolitan  applicants,  or  in  the 
SMSA  for  metropolitan  applicants, 
whichever  is  higher. 

(iii)  Five  points  are  awarded  to  each 
applicant  that  demonstrates  that  at  least 
five  percent  of  its  deposits  from  all 
sources  measured  as  an  average  daily 
balance  over  the  past  year  have  been 
deposited  in  a  minority  owned  and 
controlled  financial  institution,  the  year 
measured  is  the  year  ending  the  date  the 
preapplication  is  due  in  the  HUD  Area 
Office. 

(f)  Areawide  Housing  Opportunity 
Plan  (50  points).  Fifty  points  are 
awarded  to  each  applicant  that  is  in  its 
first  year  of  participation  in  a  HUD- 
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approved  Areawide  Housing 
Opportunity  Plan  (AHOP).  Each 
applicant  which  has  been  a  participating 
jurisdiction  in  a  HUD-approved  AHOP 
for  more  than  one  year  is  awarded  the 
fifty  points  if  the  areawide  plaiming 
organization  with  the  approved  AHOP 
certifies  that  the  applicant  is  adequately 
carrying  out  its  responsibility  to 
implement  the  AHOP.  An  applicant 
which  is  a  participating  jmisdiction  in 
an  AHOP  but  which  is  not  adequately 
fulfilling  its  commitments  to  implement 
the  AHOP  is  awarded  zero  points.  The 
time  period  considered  is  measured  from 
the  date  of  written  HUD  approval  of  the 
AHOP  to  the  date  the  preapplication  is 
due  in  the  HUD  Area  Office. 

The  Area  Office  may  reject  the 
certification  by  the  areawide  planning 
organization  if  there  are  data  or  facts 
available  to  the  Area  Office  which 
indicate  that  a  community  is  not 
carrying  out  its  responsibility  to 
implement  the  AHOP. 

(g)  Hold-Harmless  Provisions  (25 
points).  Twenty-Hve  points  are  awarded 
to  a  community  which  is  currently 
carrying  out  a  comprehensive 
community  development  program  and 
which  is  subject  to  the  phase-out 
provisions  of  Section  106(h)  of  the 
Housing  and  Community  Development 
Act  of  1974,  as  amended. 

(h)  State’s  rating  (25 points).  The  State 
may  recommend  award  of  zero  to  25 
points  to  each  applicant,  except  itself, 
whose  program  implements  a  State 
growth  or  resource  coordination  strategy 
or  enhances  the  community’s  position  as 
a  regional  center  of  economic 
development,  as  determined  by  the 
State.  Ihe  State  may  take  into 
consideration  regional  growth  or 
resource  coordination  strategies.  The 
State  must  submit  its  recommendation 
within  45  days  after  the  date 
preapplications  are  due  in  the  Area 
Office.  If  the  State’s  recommendation  is 
not  received  within  45  days  or  if  the 
State  chooses  not  to  recommend  point 
awards,  each  applicant  is  awarded  zero 
points. 

(i)  Final  ranking.  The  points  received 
by  each  applicant  on  the  eight  rating 
factors  are  totaled  and  the 
preapplications  ranked  according  to  the 
point  totals.  Invitations  for  full 
applications  are  based  on  this  final  • 
ranking  to  the  extent  funds  are 
available.  However,  if  an  Area  Office 
made  a  procedural  error  in  the  previous 
year’s  competition,  that,  when  corrected, 
would  have  resulted  in  awarding 
sufficient  points  to  warrant  an  invitation 
to  an  applicant,  HUD  may  invite  that 
applicant,  if  otherwise  eligible,  to  submit 
a  full  application  for  current  year 
funding.  HUD  may  invite  additional 


applications  on  a  stand-by  basis  in  the 
event  one  of  the  higher  ranked 
preapplications  is  not  approved,  or 
additional  funds  become  available. 

§  570.425  PreappHcationa  for 
Comprehensive  Grants. 

(a)  Submission  requirements. 
Preapplications  shall  be  submitted  in  a 
form  prescribed  by  HUD  to  the 
appropriate  Area  Office  and  shall 
consist  of  the  following; 

(1)  Standard  Form  424,  as  prescribed 
by  0MB  Circular  A-102: 

(2)  A  program  narrative  statement 
which  consists  of  the  following: 

(i)  A  brief  description  of  the 
applicant’s  community  development 
problems/needs  to  be  served  by  the 
proposed  program;  and  identification  of 
the  criteria  for  selection  to  be  addressed 
by  the  program; 

(ii)  A  description  of  the  program  to  be 
carried  out  with  assistance  under  this 
Subpart  and  an  estimate  of  the  cost  of 
the  proposed  activities; 

(iii)  Information  that  demonstrates  the 
impact  the  proposed  program  will  have 
on  the  design  criteria  being  addressed; 

(iv)  An  analysis  of  the  amount  of 
funds  that  will  be  used  to  benefit  low- 
and  moderate-income  persons.  The 
analysis  shall  indicate  the  total  munber 
of  persons  to  be  served,  the  number  of 
persons  that  meet  the  definition  of  low 
and  moderate  income,  how  such  low- 
and  moderate-income  persons  are 
served,  and  the  nature  of  the  benefit; 
and 

(v)  Other  information  appropriate  to 
respond  to  the  other  criteria  for 
selection  set  forth  in  §  570.424. 

(3)  A  certification  assuring  compliance 
with  all  the  citizen  participation 
requirements  of  §  570.431(c)(l]. 

(4)  A  map  of  the  applicant’s 
jurisdiction  which  clearly  identifies: 

(i)  census  tracts  and/or  enumeration 
districts; 

(ii)  location  of  the  proposed  activities; 

(iii)  extent  and  locations  of  minorities; 
and 

(iv)  extent  and  locations  of  low-  and 
moderate-income  persons. 

(5)  Performance  reporting.  If  the 
applicant  has  received  prior  assistance 
under  this  Part,  an  assessment  of 
performance  under  prior  grants, 
addressing  the  capacity  and 
performance  considerations  described 
under  §  570.423(c). 

(b)  Submission  of  additional  data. 

Only  data  submitted  by  the  deadline  for 
submission  of  preapplications  is 
considered  in  the  selection  process, 
unless  specifically  requested  by  HUD  in 
writing.  All  other  data  received  after  the 
deadline  will  be  returned  to  the 
applicant. 


§  570.426  AppHcatiom  for  Comprohen^ve 
Grants. 

(a)  Community  Development  and 
Housing  Plan  Summary.  Each  applicant 
shall  submit  in  a  form  prescribed  by 
HUD  a  summary  of  its  three  year 
community  development  and  housing 
plan  which  identifies  its  community 
development  and  housing  needs, 
describes  a  comprehensive  strategy  for 
meeting  those  needs,  and  specifies  both 
short-  and  long-term  objectives  to  be 
met  by  the  strategy.  The  community 
development  and  housing  plan  summary 
shall  include: 

(1)  A  narrative  summary  of  the 
apphcant’s  community  development  and 
housing  needs,  particularly  titose  of  low- 
and  moderate-income  households  and 
any  special  needs  of  indentifiable 
segments  of  the  total  group  lowm* 
income  persons.  Hie  narrative  shall 
include  a  brief  description  of  the  major 
needs  for  neighborhood  revitalization, 
for  community  facilities  and  public 
improvements,  for  housing,  and  for 
economic  development  ne^s. 

(2)  Comprehensive  strategy.  The 
appficant  shall  describe  how  it  proposes 
to  meet  its  identified  ccnmnunity 
development  and  housing  needs, 
particiilarly  those  of  low-  and  moderate- 
income  households  residing  in  or 
expected  to  reside  in  the  community  and 
any  special  needs  of  identifiable 
segments  of  the  lower  income 
population.  The  provision  of  all 
improved  community  facilities  and 
public  improvements,  including 
supporting  health,  social  and  similar 
services  where  necessary  or 
appropriate,  shall  be  described  in  a 
manner  that  fully  ensures  opportunity 
for  participation  by.  and  benefits  to,  the 
handicapped.  The  strategy  shall  include 
the  following  components: 

(i)  Communitywide  component  which 
describes  the  development  strategy  of 
the  applicant  the  major  objectives  the 
applicant  seeks  to  accomplish,  the 
priorities  it  has  established,  and  the 
factors  it  has  taken  into  account  in 
selecting  areas  for  treatment  and 
designing  programs  to  meet  identified 
needs. 

(ii)  Neighborhood  revitalization  shall 
include  the  strategy  for  maintaining  and 
preserving  viable  neighborhoods  and  for 
upgrading  neighborhoods  afiected  by 
blight  and  deterioration.  The  strategy 
shall  emphasize  the  actions  to  be  taken 
that  will  improve  conditions  for  low- 
and  moderate-income  persons  residing 
in  or  expected  to  reside  in  the 
community. 

(iii)  Housing.  (A)  Describe  a 
communitywide  strategy  to  improve 
housing  conditions  and  to  meet  the 
housing  assistance  needs  that  have  been 
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identified.  The  strategy  shall  include  a 
Housing  Assistance  Plan  as  described  in 
S  570.306.  It  shall  include  the  strategy  for 
any  programs  to  be  carried  out  on  a 
communitywide  basis,  such  as  provision 
of  rehabilitation  financing  for  low-  and 
moderate-income  persons  or  elimination 
of  detrimental  conditions:  regulatory 
and  other  actions  proposed  to  foster 
housing  maintenance  and 
improvements;  strategy  for  increasing 
the  choice  of  housing  opportunities  for 
low-  and  moderate-income  persons, 
including  members  of  minority  groups 
and  female-headed  households,  efforts 
to  achieve  expanded  housing 
opportunities  and  actions  to 
affirmatively  further  fair  housing:  and 
any  community  facilities  and 
improvements  to  be  provided  in 
furtherance  of  the  applicant’s  housing 
strategy  and  to  assure  accomplishment 
of  goals  for  assisted  housing. 

(B)  When  displacement  or  other 
hardships  to  low-  and  moderate-income 
persons  will  result  fi'om  Community 
Development  Block  Grant  funded 
acquisition,  demolition,  code 
enforcement,  and  rehabilitation,  the 
strategy  shall  describe  what  steps  will 
be  taken  to  minimize  involuntary 
displacement  and  to  enable  displaced 
persons  to  relocate  in  the  same 
neighborhood  if  they  prefer. 

(3)  Economic  development  A 
description  of  the  applicant’s  strategy 
for  economic  development  is  required 
fi'om  applicants  that  propose  block  grant 
funded  economic  development 
activities.  The  strategy  shall  include  a 
description  of: 

(i)  Major  needs  for  economic 
development  in  the  locality; 

(ii)  The  activities  proposed  to  further 
economic  development  and  to  attract 
private  investment  including  the 
coordination  of  block  grant  funded 
activities  with  other  local  actions  and  a 
timetable  for  provision  of  other  Federal 
and  State  resources. 

(iii)  The  number  and  types  of 
permanent  fobs  expected  to  result  fiom 
economic  development  projects, 
particularly  jobs  for  unemployed  or 
underemployed  population  groups  and 
low-  and  moderate-income  persons,  and 
the  types  and  extent  of  any  job  training 
which  will  be  provided  to  such 
residents. 

(iv)  Evidence  of  financial 
commitments  or  interest  by  developers 
in  new  or  expanded  employment 
facilities.  In  the  absence  of 
commitments,  the  city  may  supply 
feasibility  studies  or  other  documents 
evidencing  the  marketability  of  new  or 
expanded  employment  facilities. 

(b)  Project  summary.  All  applicants 
shall,  after  consideration  of  appropriate 


environmental  factors,  describe  the 
project  that  will  be  undertaken  which 
includes: 

(1)  A  description  of  the  project  which 
states  its  purpose,  location,  the 
sequence  of  activities,  and  dmation  of 
the  project: 

(2)  Whether  the  project  or  activity 
principally  benefits  low-  and  moderate- 
income  persons,  aids  in  the  prevention 
or  elimination  of  slums  and  blight,  or 
meets  other  conununity  needs  having  a 
particular  urgency; 

(3)  A  description  of  the  activities 
wMch  comprise  each  project,  and  their 
estimated  costs  and  timing; 

(4)  The  amoimts  and  sources  of  other 
public  funds  and  private  investments 
anticipated  to  be  provided; 

(5)  Anticipated  accomplishments. 

(c)  Three  year  project  summary.  In 

addition  to  the  project  summary 
required  under  paragraph  (b)  for  the  first 
year  increment  of  a  multiyear  grant, 
multiyear  applicants  shall  also  submit  a 
three  year  project  summary.  It  shall 
consist  of  a  tabular  siunmary  of  the 
projects  proposed  to  be  carried  out  with 
block  grant  funds  during  the  period  of 
the  midtiyear  commitment  to  implement 
the  applicant’s  comprehensive  strategy, 
grouped  by  location,  the  anticipated 
timing,  the  goals  to  be  accomplished,  the 
population  benefitting,  and  the 
estimated  block  grant  and  other  funds  to 
be  provided,  and  indicating  whether  the 
activity  principally  benefits  low-  and 
moderate-income  persons,  aids  in  the 
prevention  or  elimination  of  slums  and 
blight,  or  meets  other  conununity 
development  needs  having  a  particular 
urgency. 

(id)  Cost  summary.  All  applicants  shall 
submit  a  cost  summary.  Applicants 
requesting  multiyear  fimding 
commitments  should  indicate  only  those 
costs  associated  with  the  annual 
community  development  program  for 
which  grant  funds  are  being  requested. 
All  other  applicants  should  show  the  full 
costs  of  their  program  for  which  grant 
funds  are  requested. 

(e)  Housing  Assistance  Plan.  All 
applicants  for  Comprehensive  Grants 
shall  submit  a  Housing  Assistance  Plan 
in  accordance  with  S  570.306  of  Subpart 
D. 

(f)  Certifications.  The  certifications 
required  by  S  570.307  of  Subpart  D  shall 
be  submitted  by  all  comprehensive 
applicants  except  that  §  570.430(f](lH6) 
shall  apply  in  lieu  of  $  570.307(d). 

(g)  Map  requirements.  Maps  must  be 
submitted  which  include  the  following 
information  identified  by  census  tract 
(or  enumeration  district),  or  geographic 
quadrant  of  the  community  where 
census  tracts  or  enumeration  districts 
are  either  not  available  or  include  a 


substantial  area,  such  as  an  entire 
community: 

(1)  Extent  and  location  of  low-  and 
moderate-income  persons; 

(2)  Extent  and  location  of  minority 
residents; 

(3)  Locations  of  the  proposed 
activities  described  in  the  project 
summary  and,  if  applicable,  the  three 
year  project  summary; 

(4)  Sendee  areas  of  the  proposed 
activities,  if  applicable: 

(5)  The  median  income  of  the  Census 
tracts  in  which  the  proposed  activities 
are  to  be  undertaken; 

(6)  General  locations  of  proposed  new 
or  rehabilitated  housing  assistance: 

(7)  The  extent  and  location  of 
substandard  and  deteriorated  housing; 

(8)  Defined  concentrated  areas,  if  any. 

Maps  should  be  clearly  legible  and  all 

required  maps  submitted  shall  be  of  the 
same  scale  and  cover  the  same  areas. 
The  applicant  may  submit 
supplementary  maps  of  a  different  scale, 
at  its  discretion,  where  this  will  increase 
clarity.  More  than  one  type  of 
information  may  be  combined  on  one 
map  if  the  information  is  clearly  legible 
when  combined. 

Maps  submitted  with  the 
preapplication  which  meet  these 
requirements  need  not  be  resubmitted 
with  the  application. 

(h)  Title  VI  compliance.  All 
applicants,  except  previous  hold- 
harmless  grantees  and  applicants 
applying  for  the  second  or  third  year 
increment  of  a  multiyear  Comprehensive 
Grant,  shall  submit,  in  a  form  prescribed 
by  HUD,  evidence  of  compliance  with 
title  VI  of  the  Civil  Rights  Act  of  1964. 
This  enables  HUD  to  determine  whether 
the  benefits  will  be  provided  on  a 
nondiscriminatory  basis  and  will 
achieve  the  purposes  of  the  program  for 
all  persons,  regardless  of  race,  color,  or 
national  origin. 

(i)  Multiyear  applicants. 

(1)  Applications  for  the  second  or 
third  year  increments  of  a  HUD 
commitment  for  a  multiyear  grant  shall 
consist  of: 

(1)  A  cost  summary  as  required  by 
paragraph  (d); 

(ii)  Annual  housing  action  program  in 
accordance  with  $  570.306(b)(4); 

(iii)  Project  summary  as  required  by 
paragraph  (b),  for  any  activities  to  be 
funded; 

(iv)  Certifications  as  required  by 
paragraph  (f); 

(v)  An  assessment  of  the  grantee’s 
performance  for  each  prior  grant  which 
addresses  the  capacity  and  performance 
considerations  described  in  §  570.423(c). 

(2)  Establishment  of  application 
submission  dates.  Area  Offices  shall 
establish  individual  dates  for 
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submission  of  each  annual  application 
of  a  multiyear  commitment,  but  in  no 
event  may  such  a  date  be  less  than  45 
days  prior  to  the  end  of  the  fiscal  year 
from  which  funds  are  requested. 

§  570.427  Single  Purpose  Grant  program 
general  requirements. 

(a)  General.  A  Single  Purpose  Grant 
provides  funds  for  one  or  more  projects 
coaaisting  of  an  activity  or  a  set  of 
activities  designed  to  meet  a  specific 
commimity  development  need.  Funds 
are  available  to  address  serious 
problems  with  housing  needs,  or 
economic  conditions  which  principally 
affect  persons  of  low-  and  moderate- 
income,  or  public  facilities  which  affect 
the  public  health  and  safety. 

(b)  Projects.  Within  a  single 
preapplication,  an  applicant  may  seek 
funds  for  more  than  one  project  and  for 
more  than  one  problem  area  as  long  as 
the  total  grant  request  is  within  any 
established  grant  ceilings  and  individual 
grant  amounts  that  is  established.  Each 
project  is  rated  separately  with  respect 
to  §  570.428  (c),  (d),  (g],  and  (h).  Grants 
requested,  either  by  themselves  or  in 
combination  with  other  stated  funding 
sources,  must  be  sufficient  to  complete 
the  program. 

(c)  Performance  Requirements.  A 
community  which  has  previously 
participated  in  the  Block  Grant  Program 
must  satisfy  the  capacity  and 
performance  criteria  described  in 

§  570.423(c]  before  applying  for  another 
grant.  Performance  determinations  are 
made  as  of  the  date  the  preapplication  is 
due  in  the  Area  Office. 

§  570.428  Selection  system  for  single 
purpose  grants. 

Preapplications  are  rated  and  scored 
against  each  of  the  following  eight 
factors.  All  points  for  each  factor  are 
rounded  to  the  nearest  whole  number. 
The  maximum  score  possible  is  1000 
points. 

Points 


(a)  Need— absolute  number  of  poverty  persons _  100 

(b)  Need— percent  of  poverty  persons .  50 

(c)  Program  factor— impact  of  the  proposed  pro¬ 
gram .  400 

(d)  Benefit  to  low-  and  moderate-income  persons  —  200 

(e)  Performance: 

Housing . 100 

Local  equal  opportunity  efforts _  50 

(f)  Areawide  Housing  Opportunity  Plan  (AHOP): 

Applicant  participating .  50 

(g)  Other  Federal  programs _ _ _ _ _ ...... _ ....  25 

(h)  State's  rating _ 25 


Preapplications  from  counties  in 
behalf  of  themselves.  States  in  behalf  of 
themselves  or  in  behalf  of  counties,  or 
joint  preapplications  in  which  a  county 
is  participating  are  scored  separately 
with  respect  to  the  needs  factors  of 
§  570.428(aHb). 


(a)  Need— absolute  number  of  poverty 
persons  (100  points).  All  applicants  are 
compared  in  terms  of  the  absolute 
number  of  poverty  persons  below  the 
poverty  level.  Inchvidual  scores  are 
obtained  by  dividing  each  applicant’s 
absolute  number  of  poverty  persons  by 
the  greatest  number  of  poverty  persons 
of  any  applicant  and  multiplying  the 
result  by  100. 

(b)  Need— percent  of  poverty  persons 
(50  points).  All  applicants  are  compared 
in  terms  of  the  percentage  of  their 
population  below  the  poverty  level. 
Individual  scores  are  obtained  by 
dividing  each  applicant’s  percentage  of 
poverty  persons  by  the  highest 
percentage  of  poverty  persons  of  any 
applicant  and  multiplying  the  results  by 
50. 

(c)  Program  factor— impact  of  the 
proposed  program  (40d  points).  Each 
applicant  is  compared  to  others 
addressing  the  same  problem  area  and 
rated  according  to  the  impact  its 
proposed  project  will  have  on  the'  need 
identified.  The  intent  of  this  factor  is  to 
select  those  projects  which  will  have  the 
most  significant  impact.  In  assessing 
impact,  consideration  is  given  to  the 
results  to  be  achieved  in  relation  to  the 
amount  of  fimds  requested,  the  munber 
of  persons  to  benefit  from  the  program, 
the  nature  of  the  benefit,  additional 
actions  that  may  be  necessary  to  fully 
resolve  the  need,  previous  actions  taken 
by  the  applicant  to  address  the  need, 
whether  displacement  will  be  involved 
and  what  steps  will  be  taken  to 
minimize  involuantary  displacement  and 
to  mitigate  its  adverse  effects  and 
related  hardships,  environmental 
considering  site  selection  standards 
where  appropriate,  and  the  nature  of  the 
activity. 

(1)  Problem  areas.  The  problem  areas 
described  in  the  preapplication  must 
address  one  of  the  following  three 
categories: 

(1)  Housing. 

(ii)  Deficiencies  in  public  facilities 
which  affect  the  public  health  and 
safety. 

(iii)  Economic  conditions. 

Each  applicant  must  use  specific 

measurable  terms  to  explain  how  its 
program  impacts  the  problem  area 
selected  and  benefits  low-  and 
moderate-income  persons. 

(2)  Rating  method.  All  projects 
addressing  the  same  problem  area  are 
compared  in  terms  of  impact  on  the 
identified  problem  area,  as  follows: 


The  project  would  have  insignificant  impact . .  0 

The  prefect  would  have  minimal  impact _ _  1 00 

The  project  wouid  have  moderate  impact _ _  200 

The  project  would  have  substantial  impact _  400 


(d)  Benefit  to  low-  and  moderate- 
income  persons  (200 points).  All 


applicants  addressing  the  same  problem 
area  are  compared  in  terms  of  the 
percent  of  fimds  benefitting  low-  and 
moderate-income  persons.  Determining 
the  percentage  of  funds  benefitting  low- 
and  moderate-income  persons  requires 
three  steps.  First,  the  amount  of  funds  to 
benefit  low-  and  moderate-income 
persons  for  each  activity  is  determined 
by  dividing  the  number  of  low-  and 
moderate-income  persons  by  the  total 
number  of  persons  to  benefit  from  the 
activity  and  multiplying  by  the  amount 
of  Small  Cities  Program  funds  requested 
for  that  activity.  Then,  these  amounts  for 
each  activity  are  added  and  divided  by 
the  total  amount  of  requested  Small 
Cities  Program  funds.  This  number 
multiplied  by  100  is  the  percentage  of 
funds  benefitting  low-  and  moderate- 
income  persons.  Cost  of  planning, 
management,  and  administration  may 
not  be  included  in  this  computation. 

HUD  obtains  individual  scores  by 
dividing  each  applicant’s  percentage  by 
the  highest  percentage  achieved  by  any 
applicant  addressing  the  same  problem 
area  and  multiplying  the  result  by  200. 
The  appropriate  median  income 
amounts  for  low-  and  moderate-income 
are  supplied  by  HUD.  Where 
appropriate,  HUD  may  modify  the 
geographic  area  used  in  the  definition  of 
low-  and  moderate-income  persons  at 
§  570.3  (o)  and  (p). 

(e)  Performance  in  housing  and  equal 
opportunity  (150  points) — (1)  Housing 
efforts  (100 points),  (i)  Fifteen  points  for 
each  of  the  following  criterion  are 
awarded  to  each  applicant  that 
demonstrates  outstanding  performance 
in: 

(A)  Providing  housing  for  low-  and 
moderate-income  families  located  in  a 
manner  which  provides  housing  choice 
in  areas  outside  of  minority  and  low- 
and  moderate-income  concentrations;  or 
if  the  community  is  predominantly 
inhabited  by  persons  who  are  members 
of  minority  and/or  low-income  groups, 
HUD  shall  assess  the  extent  to  which 
Federally-assisted  housing  is  distributed 
throughout  the  community. 

(B)  Intergrated  occupancy  by  race  and 
ethnicity  in  assisted  housing  projects 
and,  if  the  applicant  has  a  Section  8 
Existing  Housing  Program,  evidence  of 
locational  choice  in  the  Section  8 
Existing  Housing  Program. 

(C)  Active  enforcement  of  a  fair 
housing  ordinance  at  least  equivalent  in 
scope  and  coverage  to  Title  VIII  of  the 
Civil  Rights  Act  of  1968. 

(D)  Implementation  of  a  HUD- 
approved  New  Horizons  Fair  Housing 
Assistance  Project  (or  demonstrated 
participation  in  a  HUD-approved 
county/State/regional  New  Horizons 
Project)  or  a  fair  housing  strategy  that  is 
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equivalent  in  scope  to  a  New  Horizons 
Project. 

(ii)  Twenty  points  for  each  of  the 
following  criterion  are  awarded  to  each 
applicant  that  demonstrates  outstanding 
performance  in: 

(A)  Meeting  its  large  family  housing 
assistance  needs  in  relation  to  that 
proportion  of  need. 

(Bj  Carrying  out  housing  assistance 
goals  from  previous  HAP(s)  or,  if  the 
applicant  has  no  prior  HAP,  meeting  a 
significant  proportion  of  its  housing 
assistance  needs. 

(2)  Local  Equal  Employmnt  and 
Entrepreneurial  Efforts  (50 points),  (i) 
Twenty-five  points  are  awarded  to  each 
applicant  that  demonstrates  that  its 
percentage  of  minority  permanent,  full¬ 
time  employees  is  greater  than  the 
percentage  of  minorities  within  the 
county  for  nonmetropolitan  applicants, 
or  within  the  SMSA  for  metropolitan 
applicants,  unless  percentage  of 
minority  population  in  the  commimity 
itself  exceeds  that  of  the  county  or 
SMSA,  in  which  case  minority 
employment  must  generally  reflect 
minority  population  of  the  community. 

(ii)  Twenty  points  are  awarded  to 
each  applicant  that  demonstrates  that  at 
least  five  percent  of  all  its  contracts 
based  on  dollar  value  have  been 
awarded  within  the  past  two  years  to 
minority  owned  and  controlled 
businesses,  providing  the  applicable 
percentage  of  minority  population  is  five 
percent  or  less.  If  the  applicable 
percentage  of  minority  population 
exceeds  five  percent,  then  the  applicant 
must  have  a  corresponding  percentage 
of  its  contracts  awarded  to  minority 
businesses;  however,  twenty  percent  of 
the  total  dollar  value  of  its  contracts 
awarded  to  minority  business  enterprise 
will  be  sufficient  for  award  of  points  for 
any  applicant.  The  applicable 
percentage  of  minority  population  is  the 
percentage  of  minorities  in  the 
applicant’s  jurisdiction,  or  in  the  county 
for  nonmetropolitan  applicants,  or  in  the 
SMSA  for  metropolitan  applicants, 
whichever  is  higher. 

(iii)  Five  points  are  awarded  to  each 
applicant  that  demonstrates  that  at  least 
five  percent  of  its  deposits  from  all 
sources  measured  as  an  average  daily 
balance  over  the  past  year  have  been 
deposited  in  a  minority  owned  and 
controlled  financial  institution.  The  year 
measured  is  the  year  ending  the  date  the 
preapplication  is  due  in  the  HUD  Area 
Office. 

(f)  Areawide  Housing  Opportunity 
Plan  (50  points).  Fifty  points  are 
awarded  to  each  applicant  that  is  in  its 
first  year  of  participation  in  a  HUD- 
approved  Areawide  Housing 
Opportunity  Plan  (AHOP).  Each 


applicant  which  has  been  a  participating 
jurisdiction  in  a  HUD-approved  AHOP 
for  more  than  one  year  is  awarded  the 
fifty  points  if  the  areawide  planning 
organization  with  the  approved  AHOP 
certifies  that  the  applicant  is  adequately 
carrying  out  its  responsibility  to 
implement  the  AHOP.  An  applicant 
which  is  a  participating  jurisdiction  in 
an  AHOP  but  which  is  not  adequately 
fulfilling  its  commitments  to  implement 
the  AHOP  is  awarded  zero  points.  The 
time  period  considered  is  measured  from 
the  date  of  written  HUD  approval  of  the 
AHOP  to  the  date  the  preapplication  is 
due  in  the  Area  Office.  The  Area  Office 
may  reject  the  certification  by  the 
areawide  planning  organization  if  there 
are  data  or  facts  available  to  the  Area 
Office  which  indicate  that  a  community 
is  not  carrying  out  its  responsibility  to 
implement  the  AHOP. 

(g)  Other  Federal  programs  (25 
points).  Twenty-five  points  are  awarded 
to  each  applicant  which  demonstrates 
that  its  proposed  program  supports  other 
Federal  programs  being  imdertaken  in 
the  community  or  deals  with  the  adverse 
impact  of  other  recent  Federal  actions. 
The  other  Federal  program  or  action 
must  be  of  substantial  size  or  impact  in 
the  commimity  in  relation  to  the 
proposed  program. 

(h)  State’s  rating  (25 points).  The  State 
may  recommend  award  of  zero  to  25 
ponts  to  each  applicant,  except  itself, 
whose  program  implements  a  State 
growth  or  resource  coordination  strategy 
or  enhances  the  community’s  position  as 
a  regional  center  of  economic 
development,  as  determined  by  the 
State.  'The  State  may  take  into 
consideration  regional  growth  or 
resource  coordination  strategies.  The 
State  must  submit  its  reconunendation 
within  45  days  after  the  date 
preapplications  are  due  in  the  Area 
Office.  If  the  State’s  recommendation  is 
not  received  within  45  days  or  if  the 
State  chooses  not  to  recommend  point 
awards,  each  applicant  is  awarded  zero 
points. 

(i)  Final  rank,ing.  ’The  points  received 
by  each  applicant  on  the  eight  rating 
factors  are  totalled,  and  the 
preapplications  ranked  according  to  the 
point  totals.  Invitations  for  full 
applications  are  based  on  this  final 
ranking  to  the  extent  funds  are 
available.  However,  if  an  Area  Office 
made  a  procedural  error  in  the  previous 
year’s  competition,  that,  when  corrected, 
would  have  resulted  in  awarding 
sufficient  points  to  warrant  an  invitation 
to  an  applicant.  HUD  may  invite  that 
applicant  to  submit  a  full  application  for 
current  year  funding.  HUD  may  invite 
additional  applications  on  a  standby 


basis  in  the  event  one  of  the  higher- 
ranked  preapplications  is  not  approved 
or  additional  funds  become  available. 

§  570.429  Preappiications  for  Single 
Purpose  Grants. 

(a)  Submission  requirements. 
Preapplications  shall  be  submitted  in  a 
form  prescribed  by  HUD,  to  the 
appropriate  HUD  Area  Office  and  shall 
consist  of  the  following: 

(1)  Standard  Form  424,  as  prescribed 
by  0MB  Circular  A-102. 

(2)  A  program  narrative  statement 
which  consists  of  the  following: 

(i)  A  brief  description  of  the 
applicant’s  community  development 
problems/needs  to  be  served  by  the 
proposed  activity(ies)  and  an 
identification  of  which  of  the  three 
possible  problem  areas  (housing,  public 
facilities  which  afreet  the  health  or 
safety,  or  economic  conditions)  that  the 
projectfs)  will  address: 

(ii)  A  description  of  the  activity(ies)  to 
be  carried  out  with  assistance  under  this 
Subpart  and  an  estimate  of  the  cost; 

(iii)  A  statement  describing  the  impact 
the  activity  will  have  on  the  problem 
area  selected  and  the  needs  of  low-  and 
moderate-income  persons. 

(iv)  A  statement  on  the  percent  of 
funds  requested  that  will  benefit  low- 
and  moderate-income  persons.  The 
statement  should  indicate  the  total 
number  of  persons  to  be  served  and  the 
number  of  such  persons  that  meet  the 
definition  of  low  and  moderate  income. 

(v)  Other  information  appropriate  to 
respond  to  the  criteria  for  selection  set 
forth  in  §  570.428,  particularly 
information  on  the  Performance  and 
Other  Factors. 

(vi)  A  certification  assuring 
compliance  with  the  citizen 
participation  requirements  of 
§  570.431(c)(1). 

(3)  Maps.  A  map  of  the  applicant’s 
jurisdiction  which  identifies: 

(i)  Census  tracts  and/or  enumeration 
districts; 

(ii)  Location  of  the  proposed  activities; 

(iii)  Extent  and  location  of  minoirities; 
and 

(iv)  Extent  and  location  of  low-  and 
moderate-income  persons. 

(4)  Performance  reporting.  If  an 
applicant  has  received  prior  assistance 
under  this  Part,  an  assessment  of 
performance  under  prior  grants 
addressing  the  capacity  and 
performance  considerations  described  in 
§  570.423(c). 

(5)  Submission  of  additional  data. 

Only  that  data  received  by  the  deadline 
established  for  preapplications  will  be 
considered  in  the  selection  process 
unless  additional  data  are  specifically 
requested,  in  writing,  by  HUD. 
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Unrequested  material  received  after  the 
deadline  will  be  returned  to  the 
applicant. 

§  570.430  Applications  for  Single  Purpose 
Grants. 

(a)  Community  Development  Program. 
All  applicants  must,  after  consideration 
of  appropriate  environmental  factors, 
describe,  in  a  form  prescribed  by  HUD, 
the  project  that  will  be  undertaken 
which  includes: 

(1)  The  activity  or  activities  to  be 
imdertaken  to  meet  the  community 
development  needs  and  objectives: 

(2)  The  estimated  cost  of  each 
activity;  and 

(3)  Identification  of  other  resources 
that  will  be  used  to  address  the  needs 
and  objectives. 

(b)  Housing  assistance  plan.  All 
applicants  are  required  to  submit  a 
Housing  Assistance  Plan.  Applicants 
located  within  a  county  which  is 
receiving  a  community  development 
block  grant  may  submit  that  coimty’s 
Housing  Assistance  Plan  in  lieu  of 
preparing  a  separate  Plan,  if  it  elects  to 
assume  its  fair  share  of  the  housing 
assistance  established  as  a  goal  by  the 
county,  and  it  can  demonstrate  in  the 
application  that  the  county’s  survey  of 
housing  conditions  and  assessment  of 
housing  assistance  needs  have 
incorporated  information  for  the 
applicant.  An  agreement  between  the 
county  and  the  applicant  must  be 
executed  which  identifies  the 
applicant’s  fair  share  of  the  housing 
assistance  goals  and  obligates  the 
applicant  to  assiune  responsibility  for  its 
fair  share. 

(1)  Housing  needs  and  goals,  (i)  The 
applicant  shall  describe  the  condition  of 
the  housing  stock  in  the  community  by 
tenure  (renter  or  owner).  Estimates  shall 
be  made  of  the  vacancy  rates  for  non- 
seasonal,  available  units  in  standard 
condition,  using  the  best  estimate  at  the 
time  the  application  is  prepared,  but  in 
no  case  including  units  to  be  vacant  at  a 
future  date. 

(ii)  The  applicant  shall  assess  the 
housing  assistance  needs  of  lower- 
income  households  currently  residing  in 
the  commuity  by  tenure  and  by 
household  type  (elderly  and 
handicapped,  family  and  non-elderly 
individuals,  and  large  family),  including 
any  identifiable  segment  of  the  total 
group  of  lower  income  households  in  the 
community.  Housing  assistance  needs  of 
lower-income  households  expected  to 
reside  shall  bo  assessed  in  accordance 
with  §  570.306(b)(2)(ii). 

(iii)  The  applicant  shall  propose  a 
realistic  goal  to  address  the  identified 
needs  of  lower-income  households.  The 
goal  should  specify  the  number  of 


dwelling  units  or  persons  to  be  assisted 
by  housing  type  (new,  rehabilitated  and 
existing  units],  by  temue,  and  by 
household  type.  The  goal  should  address 
relative  proportions  of  need  insofar  as 
practicable  while  providing  for  the 
development  of  feasible  projects.  The 
applicant  shall  describe  the  actions  it 
plans  to  take  to  further  fair  housing  for 
minorities  and  women  pursuant  to  its 
certihcations  under  S  570.307(1)(2). 

(2)  HUD  review  of  HAP.  Where 
substantial  housing  needs  are  identified 
pursuant  to  paragraph  (b)(1)  of  this 
section.  HUD  may  determine  that  a 
Housing  Assistance  Plan  with  only 
minimal  goals  is  plainly  inappropriate  to 
meeting  the  applicant’s  needs.  Housing 
types  (new,  rehabilitated  or  existing 
dwelling  units)  proposed  to  meet 
housing  assistance  needs  should  be 
established  in  relation  to  a  community’s 
housing  market  and  should  be  realistic 
in  terms  of  estimating  the  number  and 
types  of  units  which  can  be  absorbed  by 
the  market  within  a  reasonable  period  of 
time  and  provide  for  a  balanced  housing 
market.  Any  units  proposed  to  be 
included  in  the  HAP  as  goals  for 
rehabilitation  must  meet,  at  a  minimum, 
the  Section  8  Existing  Housing  Quality 
Standards  pursuant  to  24  CFR  882.109, 
upon  completion.  Weatherization  and 
other  similar  activites  will  not  alone 
satisfy  rehabilitation  housing  assistance 
goals. 

(c)  Map  requirements.  Maps  must  be 
submitted  which  include  the  following 
information  identified  by  census  tract 
(or  enumeration  district.)  or  geographic 
quadrant  of  the  community  where 
census  tracts  or  enumeration  districts 
are  either  not  available  or  include  a 
substantial  area,  such  as  an  entire 
community; 

(1)  Extent  and  location  of  low-  and 
moderate-income  persons; 

(2)  Extent  and  location  of  minority 
residents; 

(3)  Locations  of  proposed  activities; 

(4)  Service  areas  of  the  proposed 
activities,  if  applicable; 

(5)  The  median  income  of  the  census 
tracts  in  which  the  proposed  activities 
are  to  be  undertaken; 

(6)  General  locations  of  proposed  new 
or  rehabilitated  housing  assistance; 

(7)  Extent  and  location  of  substandard 
and  deteriorated  housing; 

(8)  Defined  concentrated  areas,  if  any. 
Maps  shall  be  clearly  legible  and  all 

required  maps  submitted  shall  be  of  the 
same  scale  and  cover  the  same  areas. 

The  applicant  may  submit 
supplementary  maps  of  a  different  scale, 
at  its  discretion,  where  this  will  increase 
clarity.  More  than  one  type  of 
information  may  be  combined  on  one 


map  if  the  information  is  clearly  legible 
when  combined. 

Maps  submitted  with  the 
preapplication  which  meet  these 
requirements  need  not  be  resubmitted 
with  the  application. 

(d)  Cost  analysis.  The  total  cost  of 
each  activity  must  be  identified  as  well 
as  the  amount  of  Single  Purpose  grant 
that  will  be  used  for  each  activity.  If  the 
proposed  activity  is  dependent  on  other 
funds  for  completion,  the  source  of  funds 
and  the  status  of  the  commitment  must 
also  be  indicated, 

(e)  Title  VI  compliance.  A1 
applicants,  except  previous  hold- 
harmless  grantees  shall  submit,  in  a 
form  prescribed  by  HUD,  evidence  of 
compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964.  This  enables  HUD  to 
determine  whether  the  benefits  will  be 
provided  on  a  nondiscriminatory  basis 
and  will  achieve  the  purposes  of  the 
program  for  all  persons,  regardless  of 
race,  color,  or  national  origin. 

(f)  Certifications.  The  certifications 
required  by  §  570.307  of  Subpart  D  shall 
be  submitted  by  all  single  purpose 
applicants  except  that  in  lieu  of 

§  570.307(d)  the  applicant  shall  certify 
that  it: 

(1)  Has  prepared  and  followed  a 
written  citizen  participation  plan  that 
meets  the  requirements  of  24  CFR 
570.431(b); 

(2)  Has  provided  citizens  with  an 
opportunity  to  participate  in  the 
development  of  the  Housing  Assistance 
Plan; 

(3)  Has  provided  adequate  notices  of 
public  hearings  as  required  by  the 
written  plan; 

(4)  Has  held  hearings  on  the  proposed 
application  before  adoption  of  a 
resolution  or  similar  action  by  the  local 
governing  body  authorizing  the  filing  of 
^e  application; 

(5)  Will  provide  for  citizen 
participation  when  considering 
amendiments  to  the  Community 
Development  Program  and  the  Housing 
Assistance  Plan;  and 

(6)  Will  provide  for  citizen 
participation  in  the  planning, 
implementation  and  assessment  of  the 
Community  Development  Program 
including  Ae  development  of  the  report 
on  performance  and  the  submission  of 
views  to  the  HUD  Area  Office. 

§  570.431  Citizen  participation 
requirements  for  Comprehensive  and 
Single  Purpose  Grants. 

(a)  General.  Each  applicant  shall 
provide  citizens  with  an  adequate 
opportimity  to  participate  in  the 
planning,  implementation  and 
assessment  of  the  program.  The 
applicant  shall  provide  adequate 
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information  to  citizens,  hold  public 
hearings  at  the  initial  stage  of  the 
planning  process  to  obtain  views  and 
proposals  of  citizens,  and  provide 
citizens  an  opportunity  to  comment  on 
the  applicant’s  community  development 
performance.  Nothing  in  these 
requirements,  however,  shall  be 
construed  to  restrict  the  responsibility 
and  authority  of  the  applicant  for  the 
development  of  the  application  and  the 
execution  of  its  Community 
Development  Plan. 

(b)  Written  Citizen  Participation  Plan. 
To  achieve  these  goals,  each  applicant 
shall  prepare  and  follow  a  written 
citizen  participation  plan  that  serves  as 
a  citizens’  guide  to  interacting  with  the 
block  grant  program  in  a  meaningful 
way.  llie  plan  shall  remain  in  effect 
until  all  activities  assisted  under  this 
Subpart  are  completed  or  until  it  is 
superseded  by  a  new  plan.  The  plan 
must  provide  procedures  that  meet  the 
following  requirements: 

(1)  Provide  a  process  of  citizen 
participation  at  the  commimitywide 
level  with  regard  to  the  overall 
application,  Ae  Community 
Development  Program,  and  the 
assessment  of  performance  where 
applicable. 

(2)  Solicit  and  respond  in  a  timely 
manner,  to  views  and  proposals  of 
citizens,  particularly  low-  and  moderate- 
income  persons,  members  of  minority 
groups,  and  residents  of  blighted  areas 
where  activities  are  proposed.  Written 
responses  shall  be  made  to  written 
proposals. 

(3)  Provide  technical  assistance  to 
facilitate  citizen  participation,  where 
requested.  The  level  and  type  of 
technical  assistance  shall  be  determined 
by  the  applicant 

(4)  Provide  adequate  notices  of  public 
hearings  and  the  availability  of  the 
report  on  assessment  of  performance, 
where  applicable,  in  a  timely  manner 
and  in  such  a  way  as  to  make  them 
accessible  and  understandable  to  all 
citizens,  including  non-English  speaking 
persons.  The  plan  must  state  the  number 
of  days  prior  to  a  hearing  that  a  notice 
will  be  published. 

(5)  Schedule  hearings  to  obtain  citizen 
views  and  to  respond  to  citizen 
proposals  at  times  and  locations  which 
permit  broad  participation,  particularly 
by  low-  and  moderate-income  persons, 
members  of  minority  groups, 
handicapped  persons,  and  residents  of 
blighted  neighborhoods  and  project 
areas. 

(6)  Conduct  a  minimum  of  two  public 
hearings  at  both  preapplication  and 
application  stages.  A  public  hearing 
shall  be  held  during  both  planning 
processes  and  a  public  hearing  shall  be 


held  prior  to  the  submission  of  both 
documents  to  the  HUD  Area  Office.  An 
exception  is  provided  at  paragraph 
(cK2](iiKA)  of  this  section  for 
subsequent  full  applications  under  a 
multiyear  commitment  Citizens  shall  be 
given  an  opportunity  to  assess 
performance  under  previous  grants  at  at 
least  one  public  hearing  at  both  the 
preapplication  and  the  fiill  application 
stage. 

(7)  Provide  full  public  access  to 
program  records  and  information  and 
make  affirmative  efforts  to  get  adequate 
information  to  citizens,  especially 
persons  of  low-  and  moderate-income 
and  residents  of  blighted  neighborhoods 
and  project  areas.  The  citizen 
participation  plan  shall  identify  the 
information  that  will  be  made  available 
to  the  public  by  the  applicant 

(8)  Involve  citizens  in  amendments, 
including  those  not  requiring  prior  HUD 
approval,  budget  revisions  and  changes 
to  the  Community  Development  Program 
and  the  Housing  Assistance  Plan.  Ihe 
methods  by  which  citizens  will  be 
involved  shall  be  described  in  the  plan. 

(9)  Involve  citizens  in  planning, 
implementing  and  assessing  the 
Community  Development  Program  and 
performance.  The  methods  by  which 
citizens  and  citizen  organizations  will  be 
given  the  opportunity  to  assess  and 
submit  comments  on  the  applicant’s 
commimity  development  performance 
shall  be  described  in  the  plan. 

(10)  Advise  citizens  of  the  bases  and 
process  to  be  used  to  submit  objections 
to  HUD  to  the  approval  of  a 
preapplication  or  full  application. 

(11)  Ensure  low-  and  moderate-income 
persons  and  minorities  substantial 
representation  on  any  advisory 
committee. 

(12)  Provide  bilingual  opportimities  at 
public  hearings,  when  necessary. 

(13)  Provide  written  responses  to 
written  complaints  generally  within  15 
working  days. 

(c)  Requirements  for  citizen 
participation  in  each  stage  of  the 
application  process — (1)  Preapplication 
Stage.  The  objective  of  citizen 
participation  at  this  stage  is  to  provide 
for  meaningful  citizen  input  in  the 
decision  making  process  during  the 
consideration  of  priorities  and  of  options 
associated  with  the  development  and 
submission  of  the  preapplication.  At  this 
stage  the  applicant  shall  assure  that  the 
following  citizen  participation 
requirements  have  occurred: 

(i)  Developed  and  made  available  to 
the  public  a  written  Citizen  Participation 
Plan  at  the  beginning  of  the 
preapplication  stage  that  meets  the 
requirements  of  paragraph  (b).  The 
procedures  outlined  in  this  plan  were 


followed  during  the  planning  and 
development  of  the  preapplication  prior 
to  its  submission  to  the  HUD  Area 
Office. 

(ii)  Provided  the  public  with  the 
following  information: 

(A)  The  likelihood  that  more 
applications  will  be  submitted  to  HUD 
than  can  be  funded. 

(B)  Amount  of  funds  that  may  be 
applied  for  by  the  applicant  for 
community  development. 

(C)  Range  of  activities  that  may  be 
undertaken  with  these  funds,  the  kind  of 
activities  previously  funded  if  any,  and 
the  progress  made  with  respect  to  those 
activities. 

(D)  The  processes  to  be  followed  in 
soliciting  and  responding  to  the  views 
and  proposals  of  citizens  in  a  timely 
manner. 

(E)  A  summary  of  other  important 
program  requirements. 

(2)  Full  Application  Stage.  The  citizen 
participation  process  at  this  stage 
should  reflect  primarily  on  the 
development  and  adoption  of  the  HAP. 
and  where  applicable,  the  three  year 
Community  Development  and  Housing 
Plan,  in  addition  to  the  final  adoption  of 
the  full  application  prior  to  its 
submission  to  the  HUD  area  office.  The 
applicant  shall  assure  that  the  following 
citizen  participation  requirements  have 
occurred: 

(i)  Initial  Full  Application.  (A)  The 
citizen  participation  plan  as  prescribed 
in  paragraph  (b)  of  this  section  has  been 
followed  insofar  as  it  relates  to  the  full 
application. 

(B)  Provide  certification  as  prescribed 
in  §  570.430(f). 

(ii)  Subsequent  Full  Applications 
Under  Multiyear  Conunitments.  (A) 
Conduct  at  least  one  hearing  prior  to  the 
annual  submission  of  the  second  or  third 
year  submission  of  the  full  application 
under  a  multiyear  commitment  that 
provides  citizens  with  an  opportunity  to 
conunent  cm  the  application  and  to 
assess  prior  program  progress  and 
performance.  The  requirements  of 
paragraph  (b)  of  this  section  that  are 
applicable  to  full  applications  shall  be 
met,  except  that  only  one  hearing  need 
be  held. 

(B)  Involve  citizens  and  citizen 
organizations  in  the  assessment  of  all 
activities  of  the  applicant’s  community 
development  program,  including 
development  of  the  report  on 
assessment  of  performance. 

(C)  Provide  certifications  as 
prescribed  in  §  570.430(f). 

(3)  Post  Approval  Stage.  Assure 
citizen  participation  when  considering 
subsequent  amendments  to  the 
Community  Development  Program  and 
the  Housing  Assistance  Plan. 
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(4)  Assessment  of  performance.  A 
copy  of  each  written  citizen  conunent  or 
complaint  on  the  grantee’s  community 
development  performance,  the  grantee’s 
assessment  of  the  comment  or 
complaint,  and  the  grantee’s  description 
of  any  actions  taken  and  any  written 
response  made  to  the  comment  or 
complaint,  if  any,  shall  be  submitted  to 
HUD  with  the  report  on  assessment  of 
performance. 

(5)  Consideration  of  objections  to 
preapplication/applications — {\)  Notice 
of  Submission  of  preapplication/ 
application.  The  applicant  shall  publish 
a  notice  in  a  newspaper  of  general 
circulation  stating  that  the 
preapplication/application  has  been 
submitted  to  HUD  and  is  available  to 
interested  parties  upon  request,  and 
describing  the  concUtions  whereby 
citizens  may  submit  objections  to 
approval  of  preapplications/ 
applications  to  HUD,  as  described 
below. 

(ii)  Citizen  objections  to 
preapplications/applications.  Persons 
wishing  to  object  to  approval  of  a 
preapplication/application  by  PiUD  may 
make  such  objection  known  to  the 
appropriate  HUD  Area  OfHce.  HUD  will 
consider  objections  made  only  on  the 
following  grounds: 

(A)  The  applicant’s  description  of 
needs  and  objectives  is  plainly 
inconsistent  with  available  facts  and 
data. 

(B)  The  activities  to  be  undertaken  are 
plai^y  inappropriate  to  meeting  the 
needs  and  objectives  identified  by  the 
applicant 

(C)  The  preapplication/application 
does  not  comply  with  the  requirements 
of  this  Subpart  or  other  applicable  law. 

(D)  Hie  preapplication/application 
proposes  activities  which  are  otherwise 
ineligible  under  this  Part. 

Such  objections  should  include  both 
an  identification  of  the  requirements  not 
met  and,  in  the  case  of  objections  made 
on  the  grounds  that  the  description  of 
needs  and  objectives  is  plainly 
inconsistent  with  significant,  generally 
available  facts  and  data,  the  data  upon 
which  the  persons  rely. 

Although  HUD  will  consider 
objections  submitted  at  any  time,  such 
objections  should  be  submitted  within 
30  days  of  the  publication  of  the  notice 
that  the  preapplication/application  has 
been  submitted  to  HUD  in  accordance 
with  paragraph  (c)(5)(i)  of  this  section. 
HUD  will  not  approve  a  preapplication/ 
application  until  at  least  45  days  after 
receipt  of  the  preapplication/ 
application. 

(6)  Citizen  comment  to  HUD.  Persons 
may  comment  to  the  appropriate  HUD 
area  Office  at  any  time  concerning  the 


applicant’s  failure  to  comply  with  the 
citizen  participation  requirements 
contained  in  this  section. 

§  570.432  Single  Purpose  Grants  for 
imminent  threat  to  public  health  or  safety. 

(a)  Criteria.  The  following  criteria 
apply  to  for  an  imminent  threat  to  public 
health  or  safety: 

(1)  Notwithstanding  the  provisions  of 
§  570.428.  the  Area  Manager  may.  at  any 
time  invite  a  full  application  for  firnds 
available  under  this  Subpart  in  response 
to  a  request  for  assistance  to  alleviate 
an  imminent  threat  to  public  health  or 
safety  that  requires  immediate 
resolution  by  waiving  the  requirements 
for  preapplications.  HUD  shall  verify  the 
urgency  and  the  immediacy  of  the  threat 
with  an  appropriate  authority  other  than 
the  applicant  prior  to  submission  of  the 
full  application,  and  the  Area  Manager 
shall  review  the  claim  to  determined  if. 
in  fact  an  imminent  threat  to  public 
health  or  safety  does  exist.  For  example, 
an  applicant  with  documented  cases  of 
disease  resulting  fi'om  a  contaminated 
drinking  water  supply  has  an  imminent 
threat  to  public  he^th,  while  an 
applicant  ordered  to  improve  the  quality 
of  its  drinking  water  supply  over  the 
next  two  years  does  not  have  an 
imminent  threat  within  the  definition  of 
this  paragraph.  These  funds  are  to  be 
used  to  deal  with  those  threats  which 
represent  a  unique  and  unusual 
circumstance  not  for  the  type  of  threat 
that  occurs  with  frequency  in  a  number 
of  communities  within  a  State. 

(2)  The  applicant  does  not  have 
sufficient  local  resources,  and  other 
Federal  or  State  resources  are 
unavailable  to  alleviate  the  imminent 
threat. 

(bj  HUD  action.  (1)  Each  Area  Office 
Manager  is  authorized  to  reserve  up  to 
15  percent  of  the  funds  allocated 
pursuant  to  Subpart  B  and  assigned  to 
the  Area  Offices  for  Small  Cities  Grants 
in  metropolitan  and  nonmetropolitan 
areas  for  use  in  funding  full  applications 
to  alleviate  imminent  threats  to  the 
public  health  or  safety.  Fimds  reserved 
are  part  of  the  percentage  of  funds 
available  for  Single  Purpose  Grants.  The 
15  percent  limit  may  be  applied 
separately  to  the  metropolitan  and 
nonmetropolitan  balances.  Full 
applications  shall  be  submitted  in 
accordance  with  $  570.430. 

(2)  The  only  funds  reserved  for 
imminent  threats  to  the  public  health  or 
safety  are  those  set  aside  by  the  Area 
Manager.  After  these  funds  have  been 
depleted.  HUD  shall  not  consider  further 
applications  relating  to  imminent  threat 
during  that  fiscal  year. 

(c)  Waiver  of  A-95  requirements.  The 
requirements  for  A-05  review  and 
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comment  pursuant  to  |  S70.435(c]  may 
be  waived  in  the  case  of  an  inmunent 
threat.  HUD  shall  notify  the  appropriate 
State  and  areawide  A-95  clearinghouses 
that  is  inviting  a  full  application  for  an 
imminent  threat  firom  an  applicant 

(d)  Letter  to  proceed.  HIJD  may  issue 
the  applicant  a  letter  to  proceed  to  incur 
costs  to  alleviate  the  imminent  threat 

(e)  Pursuant  to  24  CFR  58.21(b)(6), 
Single  Purpose  Grants  for  imno^ent 
threat  to  public  health  or  safety  are 
categorically  excluded  firom  the 
environmental  review  requirements  of 
24  CFR  Part  58. 

§  570433  HUO  review  and  actions  on  full 
applicatlona  for  Single  Purpose  and 
Comprehensive  Grants. 

(a)  Full  applications.  Only 
applications  from  communities  that  have 
been  invited  to  submit  a  full  application, 
including  second  or  third  year 
submissions  of  multiyear  commitments, 
are  accepted  for  review,  and  then  only  if 

(1)  The  application  has  been  received 
before  the  deadline  that  has  been 
established  by  the  Area  Manager,  unless 
the  Area  Manager  decides  that  an 
extension  of  the  deadline  is  warranted; 

(2)  The  application  requirements  are 
complete; 

(3)  The  funds  requested  do  not  exceed 
the  amount  of  the  invitation  by  HUD, 
unless  a  higher  amount  is  acceptable 
HUD; 

(4)  The  activities  are  essentially  the 
same  as  those  for  which  a  full 
application  was  invited;  and 

(5)  The  application  is  submitted  to  the 
clearinghouse  prior  to  or  concurrently 
with  submission  to  HUD.  The  applicant 
shall  indicate  in  its  full  application  the 
date  it  was  submitted  to  the 
clearinghouse. 

(b)  HUD  action  on  full  applications — 
(1)  Review  and  notificatioru  While  HUD 
is  not  required  to  review  discretionary 
applications  within  75  days,  it  will  try  to 
do  so.  Applications  are  reviewed  to 
ensure  that  any  other  resources  that 
may  be  required  are,  in  fact,  available; 
and  that  any  conditions  that  were 
established  at  the  time  of  invitation  are  . 
satisfied.  Following  the  review,  HUD 
promptly  notifies  die  applicant  of  the 
actions  taken  with  regard  to  its 
application. 

(2)  Criteria  for  conditional  approval. 
HUD  may  make  conditional  approval  in 
which  case  the  grant  will  be  approved 
but  the  obligation  and  utilization  of 
funds  is  restricted.  The  reason  for  the 
conditional  approval  and  the  actions 
necessary  to  remove  the  condition  shall 
be  specified.  Failure  to  satisfy  the 
condition  may  result  in  a  termination  of 
the  grant.  Conditional  approval  may  be 
made: 
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(i)  Where  local  environmental  reviews 
under  §  570.603  have  not  yet  been 
completed; 

(ii)  The  requirements  of  §  570.607 
regarding  the  provision  of  public 
services  and  flood  or  drainage  facilities 
have  not  yet  been  satisfied; 

(iii)  To  ensure  that  actual  provision  of 
other  resources  required  to  complete  the 
proposed  activities  will  be  available 
within  a  reasonable  period  of  time; 

(iv)  To  ensure  the  project  can  be 
completed  within  estimated  costs;  or 

(v)  Pending  site  and  neighborhood 
standards  approval  for  proposed 
housing  projects,  if  applicable. 

(3)  Criteria  for  disapproval  of  an 
application.  HUD  may  take  steps  to 
disapprove  an  application  if: 

(i)  Based  on  field  review  of  the 
applicant’s  proposal  or  other 
information  received  after  invitation  of  a 
full  application,  or  where  the  more 
complete  information  in  the  application 
shows  that  the  preapplication  was 
improperly  rated,  the  rating  of  the 
preapplication  should  be  changed  and 
no  longer  rates  sufficiently  high  to 
warrant  approval  when  compared  with 
other  preapplications  in  the  competition, 
given  funds  available. 

(ii)  On  the  basis  of  significant  facts 
and  data  generally  available  and 
pertaining  to  conummity  and  housing 
needs  and  objectives,  HUD  determines 
that  the  applicant's  description  of  such 
needs  and  objectives  is  plainly 
inconsistent  with  such  facts  and  data. 
The  data  to  be  considered  may  be 
published  data  accessible  to  both  the 
applicant  and  HUD  such  as  census  data, 
or  other  data  available  to  both  the 
applicant  and  HUD,  such  as  recent  local, 
areawide  or  State  comprehensive 
planning  data. 

(iii)  On  the  basis  of  the  application,  or 
other  available  information  HUD 
determines  that  the  activities  to  be 
undertaken  are  plainly  inappropriate  to 
meeting  the  needs  and  objectives 
identified  by  the  applicant.  The 
following  are  examples  of  situations  in 
which  activities  may  be  determined  to 
be  “plainly  inappropriate”  to  meeting 
the  identified  needs  of  the  applicant: 

(A)  Experience  over  a  period  of  time 
has  demonstrated  that  the  types  of 
activities  proposed  have  not  been  or  are 
unlikely  to  be  effective  in  alleviating  the 
conditions  they  were  designed  to  affect; 

(B)  The  application  does  not  meet  the 
requirements  of  §  570.420(k)  with 
respect  to  the  extent  of  funding 
proposed  to  principally  benefit  low*  and 
moderate-income  persons; 

(C)  Proposed  activities  will  have  a 
detrimental  effect  on  low-  and 
moderate-income  persons  or  members  of 
minority  groups,  and  adequate  measiu'es 


to  mitigate  such  effects  are  not 
proposed; 

(D)  Housing  goals,  locations,  and 
strategy  do  not  meet  the  criteria  of 
§  570.306(c); 

(E)  The  proposed  program  does  not 
reflect  previous  requirements  of  HUD 
for  corrective  or  remedial  actions,  or 
activities  proposed  have  previously 
been  the  basis  of  such  requirements; 

(F)  Other  resources  necessary  for  the 
completion  of  the  proposed  activity  are 
no  longer  available  or  will  not  be 
available  within  a  reasonable  period  of 
time; 

(G)  The  activities  cannot  be 
completed  within  the  estimated  costs  or 
resources  available  to  the  applicant; 

(H)  The  applicant  has  received  other 
funds  for  the  activities  and  assistance 
under  this  Subpart  is  no  longer  required. 

(iv)  HUD  determines  that  the 
application  does  not  comply  with  the 
requirements  of  this  Subpart  with 
specific  regard  to  the  primary  purposes 
of  principally  benefitting  persons  of  low 
and  moderate  income  or  aiding  in  the 
prevention  or  elimination  of  slums  or 
blight,  or  other  applicable  law,  or 
proposes  activities  which  are  ineligible 
under  this  Subpart. 

(v)  Conditions  established  at  the  time 
of  invitation  have  not  been  fully  met. 

(vi)  There  is  new  evidence  of  a  lack  of 
capacity  of  a  recipient  to  carry  out  the 
proposed  activities. 

(vii)  Performance  under  the  HAP  is 
inadequate. 

(viii)  The  community  has  an 
outstanding  audit  finding,  or  an 
outstanding  monetary  obligation  to 
HUD. 

(4)  Letter  to  proceed.  HUD  may  issue 
a  letter  authorizing  an  applicant  to  incur 
costs  for  the  planning  and  preparation  of 
an  application  for  funds  available  under 
this  Subpart,  including  citizen 
participation  and  environmental  studies. 
Reimbursement  for  such  cost  is 
dependent  upon  HUD  approval  of  the 
application.  Only  those  costs  associated 
with  the  actual  cost  of  preparation  of  the 
application  may  be  assisted.  In  no 
instance  is  a  planning  or  preparation  fee 
reimbursed  when  it  is  based  upon  a 
percentage  of  the  assistance  received 
under  this  Subpart  and  such  fees  must 
comply  with  the  requirements  set  forth 
in  S  570.200.  Costs  incurred  by  an 
applicant  prior  to  notification  of  a 
funding  approval  or  issuance  of  a  letter 
to  proceed  by  HUD  are  not  eligible  for 
assistance  imder  this  Subpart. 

§  570.434  Program  amendments  for  Single 
Purpose  and  Comprehensive  Grants. 

(a)  HUD  may  consider  amendments  if 
they  are  necessitated  by  actions  beyond 
the  control  of  the  applicant.  Recipients 


shall  request  prior  HUD  approval  for  all 
program  amendments  involving  new 
activities  or  significant  alteration  of 
existing  activities  that  will  change  the 
scope,  location,  objectives  or  scale  of 
the  approved  activities  or  beneficiaries. 
Approval  is  subject  to  the  following: 

(1)  New  or  significantly  altered 
acuities  are  rated  in  accordance  with 
the  criteria  for  selection  applicable  at 
the  time  the  original  preapplication  was 
rated.  The  rating  of  the  new  program  or 
activity  proposed  by  the  amendment 
must  be  equal  to  or  greater  than  the 
lowest  rating  received  by  a  funded 
activity  or  program  dming  that  cycle  of 
preapplication  ratings. 

(2)  Consideration  shall  be  given  to 
whether  any  new  activity  proposed  can 
be  completed  promptly. 

(b)  Housing  Assistance  Plan 
Amendments. 

(1)  Comprehensive  Grant.  Recipients 
shall  request  prior  HUD  approval  of 
Housing  Assistance  Plan  amendments 
when  any  of  the  following  conditions 
exist: 

(1)  The  recipient  proposes  a  reduction 
of  any  goal  for  housing  assistance 
pursuant  to  §  570.306(b)(3)(i)  or 

§  570.306(b)(4)(i); 

(ii)  The  recipient  proposes  the 
inclusion  of  a  goal  by  household  type  or 
housing  type,  not  previously  specified 
pursuant  to  §  570.306  (b)(3)(i)  or  (b)(4)(i); 

(iii)  The  recipient  proposes  to  exceed 
any  three  year  goal  by  housing  type  or 
household  type  by  the  percentage  cited 
in  24  CFR  Part  891; 

(iv)  The  recipient  proposes  a  revision 
of  the  general  locations  for  assisted 
housing  established  pursuant  to 

§  570.306(b)(3)(ii);  or 

(v)  There  is  a  significant  change  in,  or 
new  data  available  regarding,  the 
conditions  of  the  housing  stock  or  the 
housing  needs  of  lower  income  persons. 

(2)  Single  Purpose  Grant  Recipients 
shall  request  prior  HUD  approval  when 
any  of  the  following  conditions  exist: 

(i)  The  recipient  proposes  an  increase 
or  decrease  of  any  goal  by  housing  type 
or  household  type; 

(ii)  The  recipient  proposes  a  revision 
of  general  locations  for  assisted  housing. 

(c)  A-95  and  citizen  participation 
requirements.  Whenever  an  amendment 
requires  HUD  approval,  the 
requirements  of  this  Subpart  for  A-95 
review  and  citizen  participation  must  be 
met,  and  the  recipient  shall  provide  all 
appropriate  State  and  areawide  A-95 
clearinghouses  with  thirty  days  in  which 
to  review  and  comment  on  the  proposed 
amendment  prior  to  its  submission  to 
HUD. 


Federal  Register  /  Vol.  45,  No.  69  /  Tuesday,  April  8,  1980  /  Proposed  Rules 


24067 


§  570.435  Modified  0MB  Circuiar  No.  A-95 
procedures  for  the  Smaii  Cities  Program. 

(a)  General 

(1)  Applicants  for  grants  (both  Single 
Purpose  and  Comprehensive)  under  the 
Small  Cities  Program  must  comply  with 
all  of  the  procedures  set  forth  in  Part  I  of 
OMB  Circular  No.  A-95  except  as 
modified  below.  These  procedures  also 
require  that  program  amendments  which 
must  receive  HUD  approval  shall  be 

'  submitted  for  a  thirty  day  review  and 
comment  period  prior  to  submission  to 
HUD  pursuant  to  24  CFR  52.101(g). 

(2)  All  applicants  are  urged  to  contact 
their  A-95  clearinghouses  for  forms  and 
instructions  which  the  clearinghouses 
have  developed  to  facilitate  their 
reviews:  and  to  consult  with 
clearinghouses  during  the  development 
of  both  preapplications  and 
applications. 

(3)  Clearinghouses  will  be  of 
assistance  to  the  applicant  and  to  HUD 
if  their  reviews  adless  the  appropriate 
performance  factors  (§  570.423(c)),  the 
criteria  for  selection  for  Comprehensive 
Grants  (§  570.424),  and  the  criteria  for 
selection  for  Single  Purpose  Grants 

(§  570.428),  as  well  as  the  “subject 
matter  of  conunents  and 
recommendations”  in  item  5,  Part  I, 
Attachment  A  of  OMB  Circular  No.  A- 
95,  with  emphasis  on  consistency  with 
State,  areawide  and  local  plans  and 
compliance  with  environmental  and 
civil  rights  laws. 

(b)  A-P5  procedures  for 
preapplications.  Preapplications  for 
either  Comprehensive  Grants  or  for 
Single  Purpose  Grants  shall  be 
submitted  to  the  appropriate  State  and 
areawide  A-95  clearinghouses  prior  to 
or  concurrent  with  the  submission  of  the 
preapplication  to  HUD  and  serve  as  the 
notification  of  intent  to  apply  for  a 
Federal  grant.  The  clearinghouses  shall 
have  forty-five  days  from  receipt  of  the 
preapplication  in  which  to  conduct  their 
review  and  provide  a  response  to  the 
applicant  with  a  copy  to  HUD.  The 
clearinghouse  must  clearly  identify  the 
applicant  and  the  activity  or  program  to 
which  the  comments  are  addressed. 

HUD  shall  not  make  a  final  decision  on 
a  preapplication  until  all  clearinghouse 
comments  are  considered,  or  if  no 
clearinghouse  comments  are  received  by 
HUD,  forty-five  days  after  the  deadline 
for  submission  of  preapplications. 
Applicants  are  urged  to  provide 
preapplications  to  the  clearinghouses 
prior  to  submission  to  HUD  whenever 
possible. 

(c)  A-95  procedures  for  full 
applications.  (1)  Applications  and 
annual  submissions  of  multiyear 
applications  shall  be  submitted  to  the 
appropriate  State  and  areawide  A-95 


clearinghouses  prior  to  or  concurrently 
with  submission  to  HUD.  The 
clearinghouses  shall  have  forty-five 
days  from  receipt  of  the  application  to 
review  the  application  and  give  the 
comments  to  HUD  and  the  applicant. 

(2)  HUD  takes  no  final  action  on  the 
application  until  comments  have  been 
received  or  imtil  forty-five  days  after  the 
application  was  sent  to  the 
clearinghouse.  The  applicant  is  provided 
an  opportunity  to  respond  to 
clearinghouse  comments  before  HUD 
takes  final  action  on  an  application. 

(3)  If  the  A-95  review  comments 
contain  any  findings  of  inconsistency 
with  State,  areawide,  or  local  plans, 
significant  adverse  urban  impacts, 
noncompliance  with  environmental 
laws,  or  failure  to  provide  equal 
opportimity,  the  applicant  must  consider 
these  findings  and  state  what  action  it 
plans  to  take  as  a  result  of  these 
findings  and  the  reasons  therefor. 

(Title  I,  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  5301  et 
seq.);  Title  I,  Housing  and  Community 
Development  Act  of  1977  (Pub.  L  95-123);  and 
Sec.  7(d]  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)].) 

Issued  at  Washington,  D.C.,  March  14, 1980. 
Robert  C.  Embry,  Jr., 

Assistant  Secretary  for  Community  Planning 
and  Development. 

(FR  Ooc.  80-10499  FUed  4-7-80;  8:45  am] 
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